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Foreword 



The 16tk annual National Conference on School Finance provided 
another outstanding forum for the discussion of school finance issues. 
The Conference participants included representatives of state educa* 
tion agencies, professional associations, and state legislatures, as well 
as professors of school finance. Sponsorship for the 16th National Con- 
ference was provided by the National Educational Finance Project 
and the Institute for Educational Finance at the University of Florida. 
The National Education Association's decision to drop sponsorship for 
the Conferences has resulted in the necessity to seek other avenues for 
continuation of the Conference. The 1974 Conference will again be 
sponsored by the Institute of Educational Finance^ but continu^ spon- 
sorship after 1974 remains uncertain. 

In the aftermath of the U.S. Supreme Court's ruling in Rodriguez 
there was a very high level of interest in various portions of the Con- 
ference. Attendance was very high in the various group discussions 
related lo state school finance proposal** under consiideiation by vari- 
ous states. 

The continuing goal of the Conference has been to provide a 
forum for the expression of different points of view and thereby con- 
tribute to a better understanding of the multiple problems involved 
in developing state school finance programs. The views expressed by 
the firesenters were their own and do not necessarily r^^flect views or 
policies of tlie Conference Sponsors. 

Once a^ain, the winners of the awards presented abstracts of their 
doctoral dissertations in school finance. The sponsors wish to express 
appreciation to those members of the Conference Planning Committee 
who served as a committee of judges for the awards. 

Special recognition should be given to the program presenters, 
reactors, and Conference participants. This group of dedicated edu- 
cators provides the continuing life thread of the Conference. The 
Conference Co-Chalrmen wish to express their appreciation to the 
members of the Conference Planning Committee for their assistance 
and to the stai! of the Institute who contributed to the Conference and 
proceedings: Nelda Cambron, Carol Hanes, Thomas Melcher, Hans 
Mercer, Juhan Mixon, James Stult2, Stephen Thomas, Sandra Watson, 
and Jerry Wiblemo. 
April, 1973 

K. Forbis Jordan 
Kern Alexander 
Co*Chairmen 
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S. R MarlanDi Jr. 

Assistant Sttrcury fur Kitiiration. Depurtment of Heallh. Education, and Wel- 
fare. 

In an interview publislied a couple ot weeks ago, Walter Lipp- 
tnann» now years old and looking back over many decades of inti- 
mate observation of U.S. |x)litical ex|)cricncc, said he has come to the 
conclusion that he doesn't l^lieve in trying to achieve human perfec- 
tion through government action. 

"1 believe/* he said, ''in what we used to call meliorism. You can 
make things better, but you can't make tliem perfect." 

In this sense, I think most of us in this room would happily con- 
sent to call ourselves meliorists, too. For "making things better," as 
Lippmann puts it, seems to aptly express the necessarily Tiniited social 
objectives we have set for the 70\s, echoing a new mood of restraint 
that surrounds great issues such as school finance reform and the 
pro{}er Federal role in the education enterprise. We are no longer 
making headlong excursions and excessive promises, but in the light 
of 10 years' experience with Federal initiatives, making reform the 
theme of our work. 

1 he Administration's advocacy ot education revenue sharing al- 
firms this total departure from the absolutism that prevailed in re- 
cent years, particularly in Washington. The President is saying that 
in order for this Nation to go forward, it must first restore certain 
fundamental principles of our governmental system, restore an atti- 
tude of respect and tolerance for all partners in this Federal educa- 
tional enterprise, and— pcrliaps most im})ortant— restore a humanly 
modest appraisal of just what it is we are capable of doing with Fed- 
eral dollars, assuming, as I hope, a continuing and increasing Federal 
role constructed in a spirit of self-appraisal by Congress anci the Kx* 
ecuiive Branch. 

/ 
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1 think that appraisal should go sotucthing like this: 

We can ameliorate the problems of America, hut we cannot oblit* 
erate tlioni, and it is explosively harmhiK as we have learned, to mis- 
lead the public into thinking that we can. Unis, all the theories we 
devise and all the programs we design amount only to hopeful at- 
tempts, nothing more, to unravel the knotted strands of America's 
educational problems, and then to knit them back together into what 
wc believe will be a more orderly, useful, and just pattern. 

But wc will not know, and cannot know, whether what we do is 
wholly right, or even fractionally right, until the solutions succeed* 
or fail We recognize, in short, as Alfred North Whitehead observed, 
that all truths are in reality half-truths, and it is trying to treat them 
as whole truths that plays the devil 

1 hope you realize what a tremendous act of self-denial it is for 
a Washington tyi>e to concede that the complete truth may be more 
availal>le lo God and the States than to our everlasting bureaucracy, 
particularly when, not long ago, reform of education, among other 
things, seemed to be rapidly turning into a Washington monopoly. 

Now, many billion dollars later, some people question whether 
the Federal Government should intrude at all in educational matters, 
other than continuing to mail out checks. These theorists are busy 
formulating a newer out equally invalid sf^ecies of the truth. They 
see revenue sharing and the general thrust for governmental deccn* 
trali/ation reducing the Federal education establishment to the som- 
nolence of 15 years ago, a time that is, when few {people knew what 
the government was doing about education or took the trouble to 
find out. 

I dispute this oveireactive, oversimplified version of the Federal 
future. It could well be, for example, that the Supreme Court's de« 
cision of March 21 v;ill have the effect of stimulating a ^eat deal o( 
Federal involvement in the drive to correct the economic disparities 
of our school sup{K}rt system. Certainly the decision does not rule 
out such an exi>anded Federal role consistent with the President's 
commitment to school finance reform in his 1972 State of the Union 
message. He spoke in the document of ''providing bodi (air and ade- 
quate financing for our children's education— consistent with the prin- 
ciple of preserving the control by local school boards over local 
schools." 

There are several way; the Federal Government could help do 
this. In the grants consolidation profKisal before Congress, for ex- 
ample, there are five are. s in which the States and localities would 
be directed to sfjend the shared revenues— the disadvantaged, die 
handicapped, vocational education, impact aid, and supporting serv- 
ices. 

A fifth area of aid-thc priority to achieve equality of educational 
opportunity-could easily be added if needed, enabling the Govern- 
ment to pick up part of the cost of education in any State that agreed 
to equalize its own school resources. Let me stress that I am not de- 
claring a new Federal fMilicy on this subject. But I find the idea rea- 
sonable and attractive, and worth your close examination. 
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My own feelings regarding the Kodriguez decision are mixed. I 
do see it as a strong reaffirmation of the principle of shared powers 
and the ultimate authority ot the State in education. It underscores 
the spirit of cooperative trust which is the real foundation of gov- 
crnment in this country and without which no education laws, or 
any others for that matter, can have any useful effect. And, finally, 
the decision shuns the assumption that all issues must ultimately be 
resolved by the Federal Government. 

But ru be honest: I was expecting and perhaps even anticipating 
a vote that would have thrown out the property tax as the economic 
foundation of the schools, as Mr. Rodriguez had petitioned. Perhaps 
in my anxiety to correct financial inequity, I was willing to counte« 
nance what would amount to governmental inequity, assuming un- 
consciously, as do opponents of revenue sharing, thac the States simply 
aren't up to the job, or that they need inescapable legal coercion to 
move (iurposefully toward ensuring true equality of educational op- 
|x)rtunity. 

But if some States are indeed giving inequitable 5upix)rt to educa« 
tion— and some undoubtedly are— the Court's view is that they should 
be shored up, not that the system should to all practical ends be aban« 
doned. The Court recognized that its decision may well delay the 
advance of necessary fiscal reform in education^ but was willing to 
take that chance because it believes that the proper instrument for 
action is the State legislature, and the proper reason to act is the 
reasoned conviction oi' responsible State officials, and certainly not a 
court order. Much as 1 want to see fiscal reform in ediiention, I do 
not want it at the price of further abdication of educational leader* 
ship to the bench at any level. 

Whatever the arguments tliat can be made about the question of 
who should do what, the Court has spoken and the responsibility for 
fiscal reform now lies with the governors and legislatures of the States, 
as well as with the State courts* should it be necessary to resolve this 
through the judicial process, which I hope can be avoided. The great 
question now is, how well will the States respond? For with the ball 
in their court, it becomes clearly their responsibility— one many of 
them have not discharged with distinction in the past— to lift up the 
poorer school districts with increased funding. Some may take the 
Court's decision as a reason to slough off and even to abandon the 
entirely hopeful beginnings of reform that are now under way. I hope 
they wdl not and* indeed, 1 am confident they will not. For surround* 
ing this issue. 1 believe we can see at the State level a new and neces- 
sary commitmetit to equality of opportunity. 

Governors and legislators in a number of States are responding 
affirmatively to Justice Poweirs caution in the majority opinion that 
the Court '"is not to be viewed as placing its judicial imprimatur on 
the status quo," and his warning, further, that "the need is apparent 
for reform in tax systems which may well have relied too long and 
too heavily on the local property tax." The Court does not believe 
that school finance calls for tntervendon from the Federal bench* but 
all nine justices were agreed that the Texas school finance system* 
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and by implication all the rest save Hawaii, are tcnibly wron^ and 
unjustly erratic in the quality of education th^t ^^c^iults from district 
to district. 

In Maryland, for example, the decision found die legislature in 
the middle of putting togetlier an effort to help equalize school financ- 
ing between rich and poor counties. An editorial in a Baltimore paper 
observed that rich-county spokesmen immediately seized upon the 
decision as a **victory** in tliat tlie Supreme Court was apparently say- 
ing that the equalizing task was no longer necessary. 

But Governor Mandel, fortunately, liasn*t seen it tliat way* and 
he is going ahead with all determination, intending that his State 
will face up to the public educational resfxinsibilities spelled out in 
its own constitution. 

Likewise, the Oregon legislature approved on the day following 
the Court's decision a plan under which t>ie State would assume vir- 
tually all public school operating casts. The plan will be offered to 
the people in a special election May 1. 

I am confident thai leform efforts will continue to be backed by 
governors, legislative leaders, and chief State school officers, not nec- 
essarily because there are more than 50 lawsuits pending in 32 States 
•-thougli I admit legal pressure !ielps— but l)ecause these men and 
women are res[x>nsible. Immane individuals who understand and re- 
ject the educational deprivaiton and tlie long-standing deficits in 
equity that are tlie inevitable result of the severe economic disparities 
among and within the States. Hlustrativc is the new fxilicy position 
adopted by the National Governor's Conference last june which 
stated: 

"I'he State lole in financing elementary and secondary educa- 
tion is the most vital issue currently facing the States. . . • State 
action to achieve equal educational opportunity must begin 
immediately, progress rapidly, and have the aggiessive leader- 
ship of elected officials in State Government.'* 
**. . . Review of the issues and approaches underscores one 
critical point— the wide variety of alternatives prevents a 'best 
solution.* Nevertheless, States must focus on one prime objec* 
tive-elimiiiation of local wealth as the major detenninant in 
educational op|3ortuiiity.** 

The HEW School Finance Task Force, under the direction of 
Reed Saunders, has gaithered further evidence of die active pursuit 
of economic justice at the State level: 

The Wisconsin legislature, for example, is considering legislation 
sponsored by Governor Lucy which would provide property tax re- 
lief, increase the State's share of the cost of public education, and in- 
sure that all districts liave an equal capacity to provide liigh quality 
education programs. 

In Ntaine, Governor NtcCarter has sponsored legislation which 
would provide for full State fundii.g at levels of $630 i>er elementary 
school pupil and $945 per secondary school pupil. In addition^ ex- 
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ccptioiial oiKM'ntiiig costs for special education, yocntional ediKation, 
and those due to geographic isolation would under this proposal be 
provided by the State. 

In California, (fovcrnor Reagan last December won a five-ye-^ 
battle to reform the State s educational tinanciug system when the 
legislature enacted a $1 billion-plus uix-shift plan increasing tlie 
State's share of the cost of public schools from '{5 percent to 50 per- 
cent over a |)eriod of years, including an easing of the really heavy 
burden borne by property owners in that State. Serrano, 1 am sure, 
hel|K*d herf*. 

Governor Milliken of Michigan has, of course, been a h)ng-time 
pro|K)neut of reform and was, I believe, the lirst governor to advocate 
near total State funding of schools. At this moment he is sponsoring 
legislation which stipulates an **e(pial yield*' formula of State aid 
distribution to assure, among other things, that equal pro|ierir.y tax 
effort will bring in the same number of dollars per pupil in virtually 
every schooljlistrict in the State. 

Governor Wendell Anderson of Minnesota was able, just atiout 
the time of the Serrano decision, to persuade his legislature to raise 
liquor, cigarette, sales, and income taxes, and to use the extra reve- 
nues produced to, first, lower real estate taxes and, second, come up 
with $600 million in new funds to increase State education support 
from the 43 percent of 1971 to 70 |x;rcent today. Anderson is now 
asking the legislature for still more funds for educational purposes 
over the next two years in order to raise per-pupil exfjenditures in 
all the poorer districts to a statewide average within six years. 

While the legislatures of these and many other States have been 
moving to ease fiscal inequities among their districts and studying 
other alternatives to the financing problemi you may be wondering 
what's been hapi)ening back at the HKW ranch. 

A very general answer would be that we are planning how our 
organization can most effectively adjust to the conditions of large- 
scale grant consolidation which this Administration has profxised 
and* at the same time, do the best we can to help the States resolve 
such problems as finance. The Better Schools Act of 197H, as you 
know, would consolidate some .SO existing State formula grant pro* 
grams into a vastly simplified aid package, sharing the Federal reve- 
nues while shifting administrative res{Kinsibility to the States and 
localities. As you can appreciate, this means a mnjor overhaul at the 
Federal level, particularly in the Office of Education which operates 
most of the various categorical programs which we now propose to 
consolidate into five broad national-purpose areas. 

Simply staled, we must now assume a new role that will best fit 
our capacities uul lu aan lesoiuces as well as match the needs of the 
clients we serve. My conviction is that this role will lie largely met 
through expanded technical assistance by the entire Education Di- 
vision of HEW. In this as yet unrefined conception, we woidd serve 
as a national resource, a cooperative centralizecl bank of information, 
counsel, discretionary funds, and research, linking the pt^oblems and 
exf^eriences of the States and communities into a naMonal network 
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of educational knowledge. 

There has been umule opportunity in the past to fashion ration- 
ally a Federal role of this kind» but the onset of massive Federal as- 
sistance to elementary and secondary education in tin 1960*s com- 
manded that OE exercise stewardshij) over these funds and develop 
grants management procedures as distinct from educational leader- 
ship procedures. Consumed by these responsibilities, the agency's ca- 
pacity to render technical assitancc waned. But now tire movement 
Ivom a categorically based funding f^osture toward a nore gtineral 
financial support means that it is not sim])ly desirable but essentia) 
that we construct the new role, missiun, anil purfiose in life, consistent 
with what we should have been doing over the years. 

The technical assistance function tliat I am sfieaking about would 
be quite apart and distinct from the progiammatic role-and bear in 
mind that there xinll continue to be categor- . 1 programs under reve- 
nue iiharing. Actually, we will still be responsible for several billion 
dollars* worth, incluuiiig a ^eatly expanded higher education student 
aid efl'ort as well as continumg discretionary resource^, for educational 
reform. Thus, technical assistance would encompass, first, our research 
and dissemination functions which are now centralized in the Na- 
tional Institute of Education; second, the new Fund for the Improve- 
ment of Postsecondary Education; and, third, a reoriented role for 
t!ie Office of Education itself as a center for professional expertise in 
teaching and learning as distinct from paper passing. 

Correspondingly, the emerging movement toward increased State 
responsibility for tne expenditure of Federal funds, and the immense 
impact this shift in policy will produce at the State level, make it 
imperative for the Education Division to provide leadership and 
assistance and direction through presenting to State and local systems 
alternative means of dealing with pressing problems. 

How will this work? In a thousand ways in actual practice, of 
course, bitt, in general, the various Education Division components 
must study deeply and advise on matters of national educational need 
and inform Congress on progress toward meeting tliem. Further, the 
organization could be a prompter, facilitator, and advocate in a va- 
riety of constructive Federal and State or Federal, State, and local 
joint initiatives in education and in this way eliminate some of the 
roadblocks to delivery of Federal services. This new position would, 
of course, be entirely advisory in contrast to the authoritarian regu- 
lation^enforcing characteristics of the categorical design. This intri- 

f[uing metamorphosis is a direct expression of the philosophy under- 
ying the Better Schools Act of 1973 which looks to the States as the 
initiators and leaders of the reform and renewal of their own houses 
of education. Helping them do their job will be our basic purpose. 

• The conception really isn't all that new as far as the Office of Edu- 
cation is concerned, howevei, and we intend to build carefully and 
substantially upon OE's already extensive experience in providing : 
technical assistance to SEA's a* .1 LEA's. The agency has worked for 
more than a decade, for example, in helping districts desegregate 
under the provisions of Title IV of the Civil Rights Act, a role wc 
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havo expanded under the new Emergency School Assistance Program; 
our Riglit to Read specialists, in another area of technical assistance, 
find themselves at this point literally swamped m^h requests for help, 
and are quite frankly unable to. do all they are askeil to do; another 
example can be found in the ESEA Title I State Progiam Reviews 
which were designed to determine how the States were handling the 
law*s mandates; still another is the State Managemeni Review ac* 
tivity in the later 60 s and early 70s under the ESEA Title V pro- 
giam. The SMR's started out only as a check on State administration 
of Federal funds, but later expanded-at the States* request, of course 
—to embrace review and recommendations in all areas of State agency 
administrative functions. SMR teams have visited all 50 States at least 
once and were in some States two oi more times over the past two 
years. 

The School Finance Task Force itself is right now giving us a 
particularly extensive and valuable insight into the possibilities for 
Federal technical assistance. 

The Task Force was established in direct response to a command 
from President Nixon to design solutions to elementary and second* 
ar> finance problems. Thus, its mission at first was to examine the 
schooi finance situation in the States in the wake of the Serrano 
decision and sort out the implications for large-scale Federal ac* 
tion. But its functions have gone well beyond that stage. 

Over the past year this lO^person team has been asked by 28 
States for technical assistance of some kind or other and in 17 States 
this involved at least one and as many as five on-site visits. Twenty 
State education agencies, seven legislative staffs and four governors 
commissions have oeen given assistance one or more times. But that 
is not all. Analyses are being made, mostly under contract with out- 
side experts, of outstanding finance study procedures and of major 
legislation introduced this year. As part of a long-range strategy, a 
series of substantial papers are now underway, partly by staff and 
partly by outside experts, dealing with problems and issues ranging 
irom property taxation to the dmiensions of local control, that are 
of concern to State lawmakers in their efforts to improve financing of 
the schools. Thus, from this first year of substantial progress, we may 
expect the School Finance Task Force role to be an integral and con- 
tinuing part of the Education Division's responsibility for assisting the 
States. We also see NIE as having a significant role in providing long 
overdue answers to pressing questions. We need to know a lot more 
than we do about such things as the correlation between educational 
expenditures and the quality of the instructional programs; about 
how to measure educational need and translate it into financial terms; 
about the variations in educational costs associated with different 
curriculum approaches and different children including the gifted, 
the handicapped, the geographically dispersed, and always the disad- 
vantaged. 

The States in most instances have neither the facilities, the man- 
power, the time, or the money to dig out information through ex- 
tended research to analyse their own problems, to explore alternative 
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answers, or to find out what the other States are doing and whether 
practices and proceihnes deveU)ped in New York, as an example, 
might not be perlecily a|)|)licahle in Ohio or Nevada or New Mexico. 
I believe the Kdncation Division tan bi iilgc that iniormalion gap and 
help in an inn)oriant way to develop solntions that will work in all 
the Stales, not as the expression of an inflexible, paper-theory national 
policy, but as a sensitively blended conijxjund ot national rcsonrce, 
Stale initiative, and local understanding. 

In theory, ol comse. there is nothing new in what I have told you 
today. The Federal education establishment has always been intended 
to act as the catalyst that woidd facilitate and speed up die reaction 
time between the kind ot stmlies you are pmsuing in public and pri* 
vate institutions and the implementation of usable new theories at 
the classroom level. VVc were supposed to give the push that would 
finally put educational reform in action. 

Like the talent in the liiblc. that sterling purpose ol ours had 
been lost, bin is lomid again. This time, witli your help, we intend 
to expand om* capacity to help, not deluded that we are on the high 
road to perfection and determined to sweeo aside all that bar:< our 
way, biu in a hunibler. wiser, and certainly more realistic compre* 
heuHton of just what the Federal Government can do for education 
to help make things better. 

Ga/ing into my crystal ball at 400 Maryland Avenue, I predict 
that over the next 10 years the Federal role in education will at least 
triple in dollars, diminish in categorical, dictatorial authority, and 
greatly increase in the delivcry-on call-of sound, workable solutions 
to the eternal problems which dog our pursuit of educational excel* 
lence. 



School Finance Reform in the States: 
What Should Be Done? 



John J. Callahan and William H. Wh^ken 



Mr. Callahan, Advisory Commission on Intergovernmental Relations, Wash* 
ington. D.C.; Mr. Wilken is a member of the Political Science Department, Georgia 
State University. 

Powerful judicial and political forces are now producing the most 
sweeping revision of state school finance systems in American history. 
Since 1970, state courts have invalidated the school finance systems 
of California* Michigan and New Jersey.^ State legislatures have ai> 
proved major revisions in the educational funding systems of Minne* 
sotai Kansas, North Dakota and Utah.^ Equally important, significant 
revisions are now being discussed in states ranging from Maine to 
Oreron.' 

Regardless of tlie state, most proposals for scliool funding reform 
share a common objective: equalization of school district taxes and 
expenditures. Accordingly, it would be reasonable to anticipate that 
reform programs would convey the greatest benefits to school dis* 
tricts with the most extraordinary fiscal needs and the most deficient 
fiscal resources. There is an increasing amount of evidence, however, 
which indicates that this expectation may prove unfounded, espe* 
cially for school districts in major cities. 

Clearly, most major city school districts have exceptional fiscal 
problems. Much more than most other school districts, they must 
educate concentrations of minority pupils, must compete with mu* 
nicipalities for available tax dollars, must meet exceptional operating 
costs, and arc deeply in debt.^ Close analysis of existing reform plans, 
however, indicates that many are unlikely to deal with these problems 
any more effectively than existing state finance systems. 

Wilken and Levin, for example, show that Minnesota's widely 
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heralcted school flnance reform plan has produced significant reduo 
tions in property tax rates and some increases in expenditures, but 
has yielded very little redistril)Uiion of resources from the sUUus quo 
anteJ' Consequently, the state's city school districts are not much better 
off relative to all other districts today than they were prior to reform. 

In the same vein. Bcrke and Callahan suggest that one widely dis* 
cussed reform, full state funding, is likely to reduce major cities* 
school expenditures while increasing their school taxes.^ Similarly, an 
analysis of seven school finance reform plans proposed in Kansas, 
Xfichigan, Minnesota and New York indicates that only two would 
provide cities with more than $200 per pupil in additional aid. All 
the others would cause cities to lose aid either to suburban or rural 
districts.'^ 

What, then, should be done? One recent and widely«read study of 
school funding argues that states can achieve '*fair** equalization of 
school district finances by distributing aid in inverse relation to the 
per pujpil revenue yield of local educational tax effort.^ Correspond* 
mgly» It asserts that several other widely discussed criteria— income, 
municipal overburden, factor cost, and educational need are basically 
irrelevant, dismissing them as **. . . important to think about but not 
essential to act upon . . /* in any initial reform progiam.^ Focusing 
on the nation's major cities and their respective states, this paper eval- 
uates this judgment. 

TAX EFFORT-REVENUE YIELD PARITY 

On the face of things, equalizing school district revenues on the 
basis of educational tax effort seems to be quite fair. As its proponents 
contend, it wotild guarantee eq^ual treatment to both taxjpayers and 
schoolchildren regardless of their school district. Put another way, it 
would make school finaiice a function of state wealth. Simulation 
analysis, however, suggests that this prescription may be much less 
equitable than it seems. 

Assume, lor instance, that states with major city school districts 
decide to guarantee parity between educational tax effort and per 
ptipil revemie throtigh district power-equalizing aid systems. Assume, 
moreover, that the district power«equati/ing aid systems require no 
new state funds and that all school districts maintain their 1971*72 
expenditure levels. As I'able 1 shows, this would result in a reduc- 
tion of state aid to about half of the nation's major city school dis- 
tricts, the unweighted mean aid occasionally decreasing by about 50 

t)ercet)t. Additionally^ almost all majo^ city school districts would be 
orced to raise their tax rates-and owing to their relative property 
wealth, often substantially. As Table 1 reveals, educational tax rate 
increases of over 100 percent would be common with the average in- 
crement ranging between 60 and 60 percent. 

Hut what if tax effort-reventie yield parity were assured througit 
another ty]>e of state nid system? Or what if school districts elected ex- 
penditure levels gready tlifterent from the 1971-72 levels? In either 
events most signs \io\\\i to the fact that major city school districts 
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Actual anu Simula rio) Statk Aid and Tax RAm nv City* 



Stfilv Aid Pvv i'ufnl liduvn tional Mill Levy 
~ ~^SimuiaTnC Simulated, 

Actual District Power Actual District Power 

1971 72 Equalizing 1971 72 Equalizing 



NORTHEAST 



fialtiitiore 


$420 


$352 


12 


t Mi 

16 


Boston 


2i2 


22U 


29 


29 


Newark 




355 


3H 


27 


lUitfalo 




627 , 


14 


12 


New York 




556 


16 


24 




»i74 




17 


17 


Mi DIVES r 










Chicago 


899 


319 


13 


16 


IndianapoliH 


266 


236 


16 


18 


Detroit 


362 


168 


10 


S4 


MinneapoliH 


391 


422 


18 


19 


St. Loui» 


247 


185 


11 


18 


Cincinnati 


147 


106 


10 


32 


Cleveland 


139 


112 


11 


25 


Columbus 


162 


184 


14 


19 


Dayton 


177 


112 


11 


84 


Milwaukee 


184 


228 


18 


24 


SOUTH 










Miami 


391 


502 


11 


10 


Atlanta 


246 


410 


12 


24 


New OrleanM 


349 


166 


3 


16 


Dallas 


275 


194 


9 


14 


MottHton 


322 


191 


9 


14 


San Antonio 


375 


178 


9 


12 


WEST 










im Angeles 


318 


376 


13 


15 


Long Beach 


184 


303 


10 


14 


Riverside 


332 


327 


11 


11 


San Diego 


278 


32b 


11 


11 


San Franciitco 


207 


307 


10 


24 


Oakland 


230 


380 


13 


14 


Deinn 


192 


229 


17 


18 


Portland 


157 


108 


14 


25 



Source: National Edtication A«i!>ociation Research Division* "Local School System 
Budget Surveys/' (I971-72). State data are drawn from selected state sources. 
H'or example of tatculationsi see Appendix. 

would be placed at a fiscal disadvantage relative to most other school 
districts. One key reason, of course, is that major city school districts 
tend to have much greater property wealth per pupil than most other 
school districts. Accordingly, as Table 2 snowsi one mill of educa* 
tional tax efbrt in major city school districts usually raises much 
more revenue per pupil than in most other school districts. ConsC'^ 
quently, so long as states attempt to equalise solely on the basis of an 
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ellort-yie.d relulionship, major city school districts are likely to face 
botli an increase in relative school taxes and a decrease in relative 
state aid. 

Tmkiy. a 

Cirv SiATK Vm Vvvii Tax YnxDs, 1971-71! 



CAty by Region 



NORTH FMT 
Ualtimure 
BoHtun 
Newark 

Patersun, Clifton'PaHsaic 
Uuifaio 

New Voik City 

RcK'hcster 

I'hilailctphia 

MIDWES T 
Chicago 
Indianapolis 
Detroit 
Minneapolis 
Kansas City 
St. Louis 
Cincinnati 
Cleveland 
Columbus 
Dayton 
Milwaukee 

SOVThl 
Miami 

St. Petersburg 

Atlanta 

Louisville 

New Orleans 

Dallas 

Houston 

Sun Antonio 

WE^T 

Los Angeles-l.ong Besich 

San Bernardimv-Riverside-Ontario 

San Diego 

San Francisco-Oaklani! 

Denver 

Portland 



llei^tnue Yield Per Mill of 
Properly Tax Effort 

City Stale City/State Ratio 



S34.74 67 

2(1.66 78 

26.72 44 

N.A. N.A. 

34.99 72 

34.!m 143 

34.99 109 

19.77 lift 



57.13 42.01 136 

17,64 17.82 99 

18.60 18.79 99 

57.40 25.51 225 

26.99 23.07 117 

28.15 23.07 122 

30.18 25.15 120 

BL94 25.15 127 

21.88 25.1ft 87 

26.66 25.15 106 

29.91 27.95 107 



35.71 28.57 125 

21.14 28.57 74 

48.28 17.12 282 

38.11 29.16 131 

42..5<) 25.64 166 

57.60 16.99 339 

42.31 16.99 249 

25.99 16.99 153 



60.09/40.07 45.53 132/88 

.53.88 45.53 118 

49.63 45..53 109 

112.(i3/66»0l 45.53 247/145 

47.75 29.66 161 

35.29 32.38 100 



$ 23.38 
20.79 
11.76 
N.A. 
25.19 
50.04 
38.13 
22.73 



Source: National KduaUlon Association Reseatch Division, ''Local School System 
Bu'iget Surveys/* (1971 1972). State data arc drawn from selcca*d state education 
department reports. 
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Equalization and Income 

But is tliis fair? This» of course, is debatable. It is quite clear, how- 
ever, that it ignores tlic fact that major city school districts must col- 
lect their pi'operty taxes, in part, from individuals wliose incomes are 
not very much higlier than those livhig in most other school districts. 
As Table 3 indicates, per pupil pro{:)erty values yields in 42 of the 
largest American cities are 2o percent greater than the unweighted 
average of their respective states, yet per capita incomes in the same 
cities are only 5 percent greater. 

In one respect, however, even |}er capita incomes overstate tlie 
wealth of major city school districts. Although major city school dis- 
tricts have slightly above average per capita incomes, they not only 
have a far p;reater concentration of poor families than most other 
school districts, but also have a relative lack of affluent families. 
As Table 4 reveals, the proportion of jxiverty families in the nation's 
major cities during 1969 was 10 |jercenr. greater tlian in their respec- 
tive states; moreover, the proportion of affluent families was 7 percent 
. less. 

Equalization and Mv.nicipa! Overburden 

Equalixation on the basis of educational tax yield not only fails 
to recogni/e that cities have a high concentration of poor people, but 
also ignores the fact ttiat cities face extraordinary noneducational 
needs and demands. As Table 5 shows, the nation's largest cities have 
per capita, police expendifures that are 53 percent higher than the 
average of their lesf^ective states, have fire protection expenditures 
that are 91 percent higher, and have refuse and disposal expenditures 
that are 87 percent greater. Similarly, where the same cities have ♦•e- 
st>onsibility for the function, health and hospital costs are 75 percent 
higher, and sewage costs are 66 percent higher. 

The higlier cost of these services reflects itself in the much lower 
pt'oportion of local budgets that cities can allocate to education. As 
Table 6 shows* central cities in the nation's 36 largest metropolitan 
areas allocate 33 percent of their budget for education, while their 
suburbs and local governments in the same states devote 57 percent 
and 46 jjercent respectively. Hence, if cities could devote the same 
stiare of their local expenditures to education as their surrounding 
suburl)s, they would outs|x;nd suburban and rural districts by far. 

The retarding effects of municipal overburdens are especially no* 
table when one notes the level of effective major city local tax rates. 
As Table 7 shows, major city school districts not only have consider- 
able non-educational fiscal requirements, but they also have local tax 
rates that are rarely surpassed by other jurisdictions in a state. Thus» 
in the 36 central city areas surveyed* 16 have total local tux rates that 
are more than 20 })ercent above the state average; while several have 
tax rates that range as high as 70 percent above the state average. 
Tliese excessively high effective local tax rates make it virtually im- 
|)osslble for these jurisdictions to raise their taxes for education or 
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Citv-to Staik Ratios of Hkr Pupil Proi'mty Values and Per CaWta 

Income. 1970-1972 



Cit y-to State Ratio of: 

(i) , (2) 
Per Pup$l 

Proberty Per Capita 

Values, Income, 

1971 72 1970 (l)/(2) 



Cily by Region 



NORTHEAST 
Baltimore 
Boston 
Newark 
Buffalo 

New York City 

Rochester 

Philadelphia 

MIDWEST 



Chicago 

Indianapolis 

Detroit 

Minneapolis 

Kansas City 

St. Louis 

Cincinnati 

Cleveland 

Columbus 

Dayton 

Milwaukee 



SOUTH 



Miami 

St. Petersburg 

Atlanta 

Louisville 

New Orleans 

Dallas 

Houston 

San Antonio 



WEST 



Los Angeles-Long Beach 

San Bemardino-Riverside-Ontario 

San Diego 

San Frandsco^Oakland 

Denver 

Portland 



67 


81 


83 


78 


88 


88 


44 


89 


49 


72 


83 


87 


143 




140 


109 


9S 


115 


115 


95 


121 


136 


100 


136 


99 


114 


87 


99 


108 


92 


225 


122 


184 


117 


109 


107 


122 


9S 


128 


120 


105 


114 


127 


92 


138 


87 


105 


83 


106 


96 


110 


107 


109 


98 


IS5 


110 


114 


74 


107 


69 


282 


187 


222 


131 


118 


111 


166 


119 


144 


339 


128 


265 


249 


118 


211 


153 


85 


180 


132/88 


112/110 


118/80 


118 


90 


123 


1U9 


90 


114 


247/ US 


116/106 


213/187 


161 


119 


135 


109 


118 


92 



Source: National Education Association Research Division. "Local School System 
Budget Surveys," (1972). Sales Management's Survey of Buying Power, (1971). 

any othr;r pressing service. Indeed, by further raising taxes, central 
cities ate promoting the continued fliglu of middle and upper income 
families and taxable projierty values ^rom city to suburban areas. The 
loss of tax base, in turn, creates further tax pressure on the central city. 
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Tabi K 4 

City-state Froi*ortions of Poor and Rich Families. 1969 



City by Region 



% of Families Having 
income Less Than 
Poverty Level 
1969 



NORTHEAST 
fiakimore 
Boston 

Paterson, CliCton-Passaic 

Newark 

Buffalo 

New York City 

Rochester 

Philadelphia 

Pittsburgh 

Providence 

MWWEST 
Chicago 
Indianapolis 
Detroit 

Minneapoli$-St. Paul 

Kansas City 

St. Louis 

Cincinnati 

Cleveland 

Columbus 

Dayton 

Milwaukee 

SOVTH 
Miami 

Tampa-St. Petersburg 

Atlanta 

Louisville 

New Orleans 

Dallas 

Houston 

San Antonio 

WEST 

Los Angeles-Long Beach 

San Bernardino-Riverside-Ontario 

San Diego 

San FrancisaM)akIand 

Denver 

Portland 

Seattlc'Evereti 



% of Families 
Earning More 
ThantI5fiOO 
1969 



City 


State 


City 


State 


14.0 


1.1 

9*9 


16.7 


28.6 


11.7 


6.2 


18.1 


25.2 




6.1 


21 9 

Ml**/ 


29.5 


18 4 


6.1 


12.4 


295 


Hi! 


si 


14.1 


26.5 


113 




2S.6 


26.5 


8.9 


9A 


20.5 


26A 


11.2 


1.9 


18.2 


18.S 


11.1 


1.9 


16.S 


18.S 


11.7 


BA 


17.4 


18.9 


10.6 


7.7 


2S.S 


?3.4 


7.1 


7.4 


24.9 


19.4 


llA 


7.3 


22.6 


26.7 


6.9 


8.2 


222 


20.S 


8.9 


llA 


20.2 


17.1 


14.8 


HA 


IS.O 


17.1 


12.8 


7.6 


17.6 


21.6 


18.4 


7.6 


15.S 


15.S 


9.8 


7.6 


18.5 


18J> 


10.6 


7.6 


190 


19.0 


8.1 


7.4 


192 


19.8 



10.9 


12.7 


21.5 


16.8 


10.7 


12.7 


14.2 


16.8 


15.9 


16.7 


18.9 


15.2 


19.0 


19.2 


1.5.1 


11.6 


21.6 


21A 


19.9 


12.8 


10.1 


14.6 


25.1 


16.5 


10.7 


14.6 


22.9 


16.5 


lU 


14.6 


1S.S 


16.5 



9.7 


8.4 


27.7 


26.7 


10.2 


8.4 


20.9 


26.7 


9.3 


8.4 


24.4 


26.7 


10.7 


8.4 


25.8 


26.7 


9.4 


91 


21.4 


19.7 


8.1 


8.6 


SOA 


18.0 


62 


7.6 


2G.5 


22.8 



Source: U*S* Bureau of the Census, 1970 Census of Population: General Social 
and Economic Characteristics, PC*IC. Tables 184, 188* 
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Citv*Statk Per Capita Non^Educational Kxpknditurf. Comparisons, 1969*70 



CUy S UtU Pe r Capita Expen diture Ratio, 1969-70 



City by Region 

— — . 


Police 


Pire 


Refuse 


Sewers 


Hos' 
pitais 


NORTHEAST 







— 






Baltimore 


231 


224 


192 


54 


224 


Boston 




158 


179 


122 


339 


Newark 


251 


286 


223 


N.A. 


178 


Putcrson* 












Cliftun*Pussaic 


126/87/101 


191/170/159 


74/118/105 


N.A. 


N.A. 


Buffalo 


95 


171 


153 


55 


N.A, 


New York City 


t6() 


153 


151 


73 


180 


Rochester 


72 


144 


188 


547 


N.A. 


Philadelphia 


274 


262 


277 


71 


396 


Pittsburgh 


267 


371 


291 


N.A. 


N.A. 




154 








68 


MIDWEST 












Chicago 


198 


171 


228 


N.A. 


64 


Indianapolis 


200 


193 


195 


229 


N.A. 


Detroit 


202 


169 


289 


72 


78 


Minneapolis'St. Paul 


165/153 


238/269 


248/247 


149/144 


N.A* 


Kansas City 


164 


197 


167 


177 


90 


St. Louis 


281 


204 


250 


N,A, 


280 


Cincinnati 


190 


269 


196 


185 


160 














Columbus 


167 


182 


135 


196 


141 


Daytun 


158 




213 


105 


N.A. 


Milwaukee 


194 


169 


258 


116 


N.A. 


SOUTH 












Miami 


134 


152 


213 


103 


108 


Tanipa-St. Petersburg 


110/85 


146/89 


104/121 


92/105 


122 


Atlanta 


203 


263 


328 


268 


N.A. 


Louisville 


267 


289 


. 258 


268 


86 


New Orleans 


184 


!^22 


172 


208 


N.A. 


Dallas 


175 


191 


184 


148 


N.A. 


Houston 


129 


195 


99 


194 


N.A. 


San Antonio 


107 


103 


120 


136 


N.A. 


WEST 












Los Angeles- 


144*127 










Long Beuili 


122*145 


156*158 


NA 


N.A. 


San Bernnidino- 












Riverside-Ontario 


94/75/75 


136/119/139 


164/184/135 


124/101/37 N.A, 


San Diego 


74 


77 


103 


102 


N.A. 


San Frnncisco-Oakland 


156/127 


225/154 


99/41 


NA. 


219 


Denver 


169 


199 


262 


101 


206 


Portland 


185 


230 


214 


155 


N.A. 


Seat tie* Kvevett 


210 


206 


238 


143 


N.A. 



Source: U.S. Bureau of the Census. City Finances, 1969*70, Table 7. U.S. Bureau 
oi the CeusUH, (ioverntnent Finances, 1969*70, Tables 18, 26. 
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Tablk 6 

CITY'STATK COMPAKISON OF PKOmRTlON OF KXPRNDITUKES USFII 
FOR EUltCATlUW 11)69-70 



City by Rfj^ion 



NORTHEAST 



Uahiiuore 

Boston 

Newark 

FatciM}n» Clifton*Passaic 
Buffalo 

New York City 

Rochester 

Pluludelphia 

Pittsburgh 

Providence 



MIDWEST 



Chicago 

Indiaiiapohs 

Detroit 

Minneapolis-St. Paul 

KansaH City 

St. Louis 

Cincinnati 

Cleveland 

Columbus 

Davtnn 

MiiwaLkee 



SOUTH 



WEST 



Miami 

lampa-St. Petersburg 

Atlanta 

Louisville 

New Orleans 

Dallas 

Houston 

San Antonio 



Los Angeles-Long Beach 

San Bernardino-Riverside-Ontario 

San Diego 

San Francisco-Oakland 

Denver 

Portland 

Seattle*Everctt 



Percent of Local Expenditures 
iieivg Used for Education, 1969-70 



City 



34 

34 
34 
20 
31 
35 
34 
35 



30 
41 
37 
29 
33 
30 
23 
39 
33 
38 
29 



37 
42 
39 
23 
30 
39 
45 
43 



28 
37 
33 
23 
34 
39 
29 



State 



49 
45 
44 
44 
33 
.33 
33 
54 
54 
51 



47 

54 
50 
48 
52 
52 
45 
45 
45 
45 
40 



48 
48 
48 
55 
51 
52 
52 
52 



35 
35 
35 
35 
47 
53 
52 



Source: Seymour Sacks and John J. Callahan. "Central City-Suburban Fiscal Dis- 
parities/* Appendix D, U.S. Advisory Commissiuo on Intergovernmental Relations. 
Financial Emergencies in American Cities, (1973 forthcoming). 
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Table 7 



ClTV-SiAU; CuMPAKtaiii'i Ur ToTAL LoCAt TAX RATES PER $1,000 

FiKS(>\Ai. Income. 1969-70 



NORTHEAST 



WEST 



Total Local Taxes Per $tMO 
Personal Income, 1969-70 



City by Region City State 



Baltitnort! 8.40 6.00 

Boston 11.70 6.90 

Newark 10.00 6.70 

PuterMin-Clifton-PaKsaU 6.80 6.S0 

Buffalo 7.20 8.00 

New York City 9.50 8.00 

Rochester 7.S0 8.00 

Philadelphia 7.70 8.00 

Pitt.sburgh 8.80 5.00 

Providence 5.80 5.00 

MIDWEST 

Chicago 6.40 6.00 

Indianapolis 7.00 5.10 

Detroit 7.00 5.60 

Minneapolis-St. Paul 5.90 5.40 

Kansas City 7.50 5.30 

St. Louis 9.10 5.30 

Cincinnati 7.20 6.40 

Cleveland 9.70 5.40 

ColumbuM 6.10 5.40 

Dayton * 7.60 5.40 

Milwaukee* 9.00 6.60 

SOUTH 

Miami 5.10 4.30 

Tampa~5t. Petersburg 4.20 4.30 

Atlanta 7.00 3.80 

Louisville 5.80 S.0O 

New Orleans 4.80 3.70 

Dallas 5.20 4.60 

Houston 5.00 4.60 



San Antonio 3.90 4.60 



Angeles-Long Beach 7.80 7.50 

San Bernardino-Riversidc-Ontario 7.50 7.50 

San Diego 5.70 7.50 

San Francisc^-Oaktand 10.20 7^0 

Denver 7.30 7.00 

Portland 6.90 6.10 

Seattle-Everett 4.90 4.10 



Source: U.S. Bureau of the Census. Government Finances, 1969*70i Tables 18i 26. 
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Table 8 

Differential Assessment Ratios by Type of Piioi'eiity» 1966'67 



Assessment Ratio for: 









High Value 


Imxv Value 




An 


Hesklentiul 


Residential 


Hesidetttial 


City by Region 


Property 


Property 


Property 


Property 


SORTHEAST 











Rahimore 


1*11 A 


o7.l 


60.8 


Utl A 

Mo.y 


Doxion 


417 1 


31./ 




09.4 


NCWaiK 


tit f 

73.7 


7U.1 


R,a ♦ 


7k d 

75.8 


Patcrson * Cl 1 f (on ' l*ns!ia U' 


/l.l 


?a A 
73.4 


AR. 7 


70 7 


Buflalo 




ill a 


1. i II 


70 A 

7y.4 


IMrW YOiK LiUy 


4v.O 


AA A 

44.0 


35.0 


5U.U 


Rochester 


JO. 7 


3v,4 


3U.U 


46.4 


rnilaocipnia 




58.3 


5J.1 


f!7 O 

67.8 


PittsburKh 


43.6 


41.0 


33.8 


4B.5 


Providence 


67.9 


65.5 


60.5 


76.6 


MIDWEST 




















Indianapolis 


9.0 • 

oZ3 


<A >i 

30.4 


on 7 


36.4 


Detroit 


An • 




34.5 


A7 A 

47.9 


Minneapoiis^sL raui 




y.7/l5.4 


a. 1/6.4 


1 0.9/9.3 


Kansas city 


«D.4 


Or* 1 

26.1 


OA O 

20.8 


#A A 

30.4 


•M* Louis 


41.0 


36.2 


30.0 


43.7 


Cincinnati 


44.5 


442 


37.9 


48.6 


Cleveland 


S6.S 


35.0 


30.6 


38.5 


Columbus 


S8.2 


38.4 


35.0 


41.6 


Dayton 


37.3 


36.8 


#A Q 

30.8 


43.4 


Milwaukee 




JA O 

49.2 


47.0 


60.1 


SOUTH 










Miami 


71.6 


89.6 


72.4 


96.8 


Taropa*St. Petersburg 


49.3 


49.9 


44.9/68.4 


56.5/98.6 


Atlanta 






lit 1 

16.1 


21.8 


Louisville 


91.8 


92.6 


82.6 


100.4 


New Orleans 


21.8 


22.6 


18.0 


28.7 


Dallas 


18.1 


19.5 


16.5 


22.0 


Houston 


17.7 


18.9 


16.5 


21.2 


San Antonio 


22.3 


24.2 ^ 


N.A. 


N.A. 


WEST 










iM Angelei-Long fieach 


19.6/19.0 


17.6/19.8 


17.0/16.9 


24.1/22.3 


San Diego 


20.7 


22.9 


18.9 


22.9 


San Francisco-Oakland 


11.1/14.7 


9.7/14.7 


7.0/13.3 


11.6/16.4 


Denver 


28.7 


28.9 


26.6 


31.7 


Portland 


20.6 


21.5 


18.6 


24.3 


Seattle- Everett 


16.3 


15.7 


13.6 


17.5 



Source: U.S. Bureau of the Census, 1967 Census of Governments, Taxable Prop- 
rrty Values vol. 2, Tables 19-21. 
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Given this combination of municipal and total tax overburden, 
do major cities have any way of circumventing this cliain of fiscal 
dependence? The answer has to be negative. Indeed, cities have at- 
tempted to follow tax policies that would alleviate these tax burdens, 
yet many eventually may prove counterproductive. As Table 8 indi* 
cates, many major cities attempt to co|K! with the overburden problem 
by overassessing higher-priced residences and nonresidential property. 
This practice, of course, increases tax burdens on more wealthy prof)- 
ertics and provides an inducement for their owners to locate ehewherc. 

Another policy cities attempt to follow is the adoption of taxes 
that effectively U\\} the incomes ol suburbra residents. Thus, munici- 
pal income taxes have been adopted ii\ 12 of the 47 largest cities in 
the country; local sales taxes are utilized in 21 of these same cities. 
Yet, as the economic dominance of most large cities wanes, the useful- 
ness of these taxes will subside. Indeed, the phenomenal growth of 
suburban sales and employment may already herald the futility of 
cities adopting these local revenue instruments. Moreover, in a num- 
ber of other cases, overlying governments, particularly counties, are 
taking resmnsibility for the use of these revenue instruments, As this 
occurs, cities arc preempted from using these instruments. 

Cities also have to contend with a host of countervailing forces 
that liindcr their attempts to offset their local tax burdens. Thus, in 
a number of cities, overlapping governments such as counties and 
areawide special districts have control over taxing and spending poli- 
cies that affect central city areas. Indeed, as Table 9 indicates, these 
jurisdictions account for 17 percent of all local expenditures in the 
nation's major cities, with the share ranging as high as 40 percent in 
Los Angeles. 

Given all these problen s in reducing city tax burden, urban areas 
have increasingly turned to higher levels of government for assistance. 
Indetil, analysis done since ^957 indicates that cities are generally re- 
ceiving higher levels of ovcral! strte and federal aid since 1957. At the 
same time cities expenditures have increased at an even faster rate 
so tiiat State and Federai aid as a percent of local ex|>enditure is gen- 
erally no higher in large cides now than it was in 1957. Especially 
since State and Federal aid is sdll a minor part of many noneduca- 
tional functions, cities will continue to be financing functions that do 
not receive overly substantial external support. Thus, higher levels of 
government have not aided city-type functions at the same rate as 
education. 

BQUALIZA TION AND EDUCATIONAL COSTS 

fust as school tax yield equalization fails to acknowledge major 
cities' municipal overburden, it also does nothing to relieve their ex- 
ceptional educational costs. Well-financed educational ^ost corrections, 
howevei, would benefit most major city school districts dramatically. 
Data provided by the U.S. Office of Education indicate that major city 
school districts exceed all other school districts in all but ♦wo cost 
categories: administration and transportation. And as Table 10 shows, 
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Tablk 9 

City AatiA ExPFNonuREJi. 1969-70 



City Area l\xl}eHdUur e, 1969*70 

Proportion ATirtbuiable to 
CMy by Region A mount Ctty and School District 



NORTHEAS T 

Haiti mole 

Boston 

Newark 

Paterson-Cliflon-Passaic 
Uuftulu 

New York Cliy 

Rochester 

Philadelphia 

Pittsburgh 

Pioviilence 



MIDWEST 

Chicago 498 76 

Indianapolis S55 76 

Detroit 474 87 

Minneapolis-St. Paul 540 64 

Kansas City 485 85 

St. Louis 463 87 

Cincinnati 761 92 

Cleveland 512 80 

Columbus 998 82 

Dayton 450 87 

Milwaukee 562 72 

SOUTH 

Miami 481 70 

Tampa~St. Petersburg 372 79 

Atlanta 554 82 

Louisville 508 100 

New Orleans 334 92 

Dalla«t 352 80 

Houston 305 83 

San Antonio 252 84 

WEST 

Los Angeles-Long Beach 624 60 
San Bernardino-Riverside^ 

Ontario 635 66 

San Diego 484 67 

San Ftancisco-Oaktand 768 89 

Denver 502 95 

Portland 486 79 

Seattte^lverett 524 69 



Source: Seymour Sacks and John J. Callahan* ^'Central City-Suburban Fiscal Dis- 
parities/' Appendixed D» U.S. Advisory Commission on Inlergovcrnmental Relations^ 
Financial Emergencies in American Cities, (1973 forthcuiuing). 



$638 
531 
735 
381 
528 
894 
699 
495 
450 



m7o 

100 

91 
100 

70 

94 

76 



77 
97 
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the cost gap is especially gieat when major city school districts are 
compared to their respective suburbs. On the average, major city 
school district expenditures exceed those of their suburbs by an aver- 
age ol about §25 per pupil in all of the loUowiug categories: pro(es- 
sional and nonpiolessional salaries, auxiliary sei^viccs, attendance, 
maintenance of plant, and fixed charges. 

Tahu: 10 

1»KR VVVn, KdUCATIONAI. Com by EM'KNhlTUHK Catwjorii^us 

Larok Cinfcs, Cknthai. Cmvs, Suburbs, and Rurai, Arkas 
1968- 1969 



District Type 



Large Central Ciy 
Central City 
Suburban 
Rural 



Per Pupil Ex penditure 









Plant 


tixed 


Total 


Instruction 


Health 


Operation 


Charges 


$719 


$523 


$6 


$60 


|(» 


675 


498 


6 


M 


56 


670 


490 


6 


55 


no 


562 


411 


3 


42 


57 


632 


46'! 


5 


50 


47 



Source: U.S. Office of Education, Statistics of Local Public School Systems: ti 
nances, 1970, I'able G. 



No doubt, part of the expenditure gap between cities and suburbs 
can be explained by difference.s in educational preferences. There is a 
substantial amount of circumstantial evidence, however, which sug- 
gests that much of the gap results from differences in three cost fac- 
tors. One is the nature of the pupil population. Often poor, often 
hostile to public schools, pupils in major city school districts tend to 
require gieater expenses for such items as attendance and health 
services than their counterparts in suburban and rural school districts. 
Another factor is the nature of major city factor costs. Owing to the 
high cost of land, for example, major city school district capital costs 
are almost always higher than those of most other school districts. 
Similarly, and as Tables 11 and 12 indicate, cities must pay signifi- 
cantly higher teacher salaries than most other areas, these higher sala* 
ricK being necessitated in part by the competitiveness of the labor 
market, in part by unionization of teachers, and in part by the higher 
cost of living. 

EQUALIZATION AND EDUCATIONAL NEED 

In the final analysis, perhaps the greatest shortcoming of school 
tax yield equalization is that it would fail to acknowledge variatioiiM 
in educational need. As Table 13 suggests, however, major city school 
districts face extraordinary need, with nearly one-dnrd of their pupils 
having mental hundicaps, physical handica|>s or special learning div 
orders. Adclitionally, they must educate large number's of pupils re- 
quiring either vocational or compensatory education. 
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CiTv^SrATi*: TcACiiUi Salahv S(:ii(4)Ui.h Diffkhkn iiau hy School UisiHKrr Sizk, 



District Silt 
School Dist ricis U Survey td 
iOUMO+ iUipih Districts 
Salary Minifimms and Maximums hy Dey^ree (A' 27) (N - L179) 



Rachehfs Degree 

Mean Miiiinuim Salary 

Mean Maximum Salary 
% Syjitttm Paying |I3|U0U+ 


$ 7.508 

/o 

1I,GH4 
25.97o 


$ 7.061 

10.299 
8.4% 


Mastet^s Degree 

Mean Minimum Salary 
% Sysitms Paying |8,5U()+ 
Mean Maximum Salary 
% SyHtcmH Paying $15,000+ 


8.215 
29.6% 
ISpl70 
25.9% 


7.837 
22.4% 
11.973 


Six Years of College 

Mean Minintinu Salary 
% Systems Paying $<».000+ 
Mean Maximum Salary 
% Sysiems Paying $16.0004 


8.805 
32.0% 
14.208 
24,0% 


8.501 
32,1% 
13.308 
11.0% 


Doctor's Degree or Sex'en Years College 
Mean Minniuim Salary 
% Systems Paying $9,750+ 
Mean Maxinuiiii Salary 
% Systems Paying $17,000+ 


9.180 
26,1% 
14.371 
21.7% 


8.943 
24.1% 
13.805 
1B,4% 



Sourer: National Kdtication Association Research Division. Salary Schedules fof 
Teachers 1970^71, Table 6A. OB. 



Not only do these students make up u consideviible proportion oi 
central city enrollments, as Table 14 indicates, they are more heavilv 
concentrated in city area.s than in other parts ol most states. Indeeci, 
lookinj^ at the relative city and state concentrations of compensatory 
education pupils it is not uncommon to see city concentrations exceed 
the state average by a ratio of more than two to one. While data for 
other types of pupils are not inniiediately available, all indications 
point to the concentrarion of major city school districts. 

The ilisproprotionate loading of these students in city districts 
adds another cfimension of the urban educational crisi.s. Due to the 
higher ex|x;nditin'e requirements for these sttidentSi cities must devote 
more Fiscal resources to the,se students. They either must drastically 
lower teacher«pupil ratios as has been suggested or make available a 
whole host of other types of resources for such pupils. Given the fact 
that those resources also cost more on the average in cities, the fiscal 
bind is indeed a cTuel one. 

The magnitude of tlie fiscal burden imposed by these pupils can 
be indicated by calculating die ex|x:nditure or teacher requirements 
that would be necessary if all these pupils were weighted in accord 
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TABI.K 12 

C:irv«STATK CoMPAKtsoN OK I kaciuk Sai.arii*:s. 1071 



MIDWEST 

Chicago 

Indianapolis 

Detroit 

Miunea|)olis-*St. I'aiil 

Kansas City 

St. Louis 

Cincinnati 

Clevclaml 

Columbus 

Dayton 

Mifwatikee 

SOUTH 



Average (Uiussyoom 
Teacher Salary 



Share of Teachers Earn* 
ing More Than $15 WO 



District fcy /?«*gio;i 


City 


State 


City 


Slate 


NOnmi'lAST 










Kaltiinovc 


$ 9.373 


$10,091 


15.1% 




Boston 


9,900 


9.500 


N.A. 


4.8 


Newark 


10.207 


10.050 


24.1 


8.7 


Patersoii-Clilton-Passaic 


9,802 


10.050 


4.7 


22.0 


Hulfalo 


10.035 


11.100 


13.1 


22.0. 


New York City 


10.971 


11.100 


33.9 


22.0 


• Rochester 


10.521 


11.100 


22.4 


22.0 


Philadelphia 


11.170 


9,300 


36.4 


12.2 



11.017 


10.233 


29.3 


9.6 


9.927 


9.272 


3.4 


1.6 


11.414 


10.647 


45.4 


11.0 


10.484 


9.271 


26.9 


8.0 


10.001 


8.373 


3.2 


0.0 


9.858 


8.373 


.2 


0.0 


9,944 


8.798 


6.1 


3.2 


9.681 


8,798 


5.8 


3.2 


9.236 


8.798 


6.9 


3.2 


10.030 


8.798 


1.7 


3.2 


10.575 


9.640 


16.0 


4.8 



Miami 


9,999 


8.805 


13.9 


2.0 


Tainpa-St. Petersburg 


N.A. 


N.A. 


N.A. 


N.A. 


Atlanta 


8.962 


7.778 


.4 


N.A. 


l^idsvilte 


N.A. 


N.A. 


N.A. 


N.A. 


New Orleans 


8.657 


8.340 


N.A. 


.2 


Dallas 


8.813 


8.325 


N.A. 


.1 


Houston 


8.962 


8.325 


N.A. 


.1 


San Antonio 


8.113 


8.325 


N.A. 


.1 


WEST 










I. OS Angeles- Long Beach 


11.555 


11.022 


34.8 


20.0 


San Bernardino-Riverside- 










Ontario 


N.A. 


N.A. 


N.A. 


N.A. 


.Sail Diego 


11.1.58 


11.022 


4.9 


20.0 


San I'rancisco^Oakland 


11.465 


11.022 


7.6 


20.6 


Denver 


10.014 


8.260 


21.7 


1.8 


Portland 


9,762 


9.298 


N.A. 




Seattle-tlverctt 


10.791 


9,250 


33.9 


5.9 



Source: National Education Association Research Division, 2Hh Annual Salary 
Survey of Public School Personnel, 1970*71. 



with the findings of the National Educational Finance Project (NEFP). 
As Table 15 reveals, applying NEFP weiglits would require many 
major city scliool districts to increase their i^er pupil expenditure 
levels about 50 percent. 
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StHlVi* 


0/ total KuroUinvnt: 







i fiyS(i fi((y 


Willi /I 












Sjicciitl 






Tot (I I 




Au tnutiy 




i UK f 


r onil tiittHf 


Sjivcitil 


City by ixi'^uiu 


lltiudii'ilplHul 


Disorder 




Tvihmcnl 


t>i IIHc Mf<i 

— 





— 


' - ~ 




^ ^ - 




liosion 


.«.7«;v 


4./% 




i.r.% 


48.0 


nuftalo 




V .v' 


31. 4 


9.0 


44.4 


rilisliKigh 




.5 


1 U Ik 


7.4 


fin ft 


















1 


liil.O 




90.5 




It 


•1 




.11 


(III II 
0(1. 


iVilIilliilllOItN 


ii.n 


7 hi 


1(1.8 


2.9 


HI s 


St. l.diitH 




■1 


t!9.8 




tVl *l 


(ilcvcltiitil 




.1 


4:j.i 


(i.7 


Til <> 


Milwaukee 


y 7 




37.2 


N.A. 


ftO (1 

OV,,f 


SOUTH 












Atlanta 




.1 


7.3 




13.1 


Huuston 




N.A, 


25.7 


7.S 


35.2 


WEST 












Los Angelc* 


1.<I 


5.8 


34,fi 


12.9 


54.G 


San Diego 


l.fi 


.5 


9.5 


5.1 


17.6 


San Fratitisio 


VJt 


,8 


32.4 


1.9 


37.3 


Den\cr 


3.(1 


.9 


15.4 


.'i.2 


26.1 


rortland 


5.2 


2.3 


52.7 


in.2 


70.4 



Source: AtithDrs' survey of pupil enrollments in member cities of the Great Cities 
School Council. 1972. U.S. Department of Health. Educationi ami Welfare, Public 
Assistance Statistics o' i9?2 (SRS 73-03100), Table 7. 



The strain this education oveibuiden places on urban districts 
might be expressed in another way. As indicated earlier, many states 
express school district wealth on a per pupil basis. But as Table 16 
indicates, using NEFP weights in calculating Bscal capacity would re- 
ducc tl)e apparent wealth of many major cities by about 50 percent. 
Similarly, using pupil weights suggested by the President's Commis- 
sion on School Ftnance would reduce the wealth of major city school 
<listricts even further. 

CONCLUSION 

In brief, it is clear that parity between tax ellort and revenue 
yield will not by itself insure fiscal justice for most major city .school 
districts. This, of course, is not to assert that tax elFort-reveiuie yield 
parity is undesirai)lc as an e(piali/ation mechanism. Rather it is to 
argtie that it is insufficient as an e(pinli/ation mechanism. Hut how do 
we create an adetpiate mechanism? 
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Table 15 

CtTY Fiscal and Teachek Requirements Arising from NEFP WEiciiTiNns 

1972 



City by Region 



in 1972 



Expediture Per Pupil 



NEFP Requirement 



SORTHEAST 
Boston 
Buiralo 

MIDWEST 
Chicago 
Detroit 

Minneapolis-St. Paul 
St. Louis 
Cleveland 
Milwaukee 

SOUTH 



Atlanta 
Houston 



WEST 



Los Angdes-Long Beach 
San Diego 

San Francisco-Oakland 

Denver 

Portland 



$ 918 

1.293 



1,024 
803 

1.085 
689 
744 
962 



856 

685 



1,078 
813 
1.388 
1,143 
852 



$1,271 
1.917 



1.789 
1.159 
1,576 
1,017 
1.158 
1.420 



1,057 
973 



1.719 
!.047 
2.163 
1.543 
1.500 



Table 16 

Crrv pRoPEXTv Values Weighted and Unweirhteo for Educat.unal Need 



City by Region 



Unweighted 



Per Pupil Property Value in 1972 

Weighted for Education 



Need on NEFP Basis 



NORTHEAST 
Baltimore 
Buffalo 

MI DWEST 
Chicago 
Detroit 

Minneapolis-St. Paul 
St. Louis 
Cleveland 

SOtTH 
Atlanta 
Houston 

WEST 

Los Angetes-Long Beach 
San Diego 

San Francisco-Oakland 

Denver 

Portland 



$ 20.794 
27,305 



52.490 
40.063 
57,010 
44,203 
60,260 



47.612 
38,120 



60.096 
50,000 
112.630 
50,780 
44,770 



$15,024 
18,417 



30.046 
27.757 
39,249 
30,338 
38.728 



38.558 
26,837 



37,680 
38,826 
72,275 
37,616 
30,120 
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2S > Srhool Fmance in Tramilion 

Pail of the answer seems to be in the realm ol dassifitaiioii. We 
neeil to know wliicli srhool districts are really poor, which ones are 
overly taxeil. which ones have concentratipns of educational need, and 
which ones aie payin}; hi,(>;h prici\s for their factor iuputs. This infor- 
mation, if comprehensive enouji^h, not only would provide a realistic 
picture of the fiscal environment, l)ut also, and more important, might 
provide vital clues for developing policies consistent, with both fiscal 
justice and |x>litical expediency. 

In the time being, however, we believe that those concerned with 
fair school finance— 

1. should continually emphasize the need, cost, capacity, and 
ellort didereutials' that cities face, dilferentials whicli make 
them deserving of additional external assistance. 

2. should press for a pupil weighting system that rellects the 
(hlferential educational needs in large cities. Weights along 
rl!i» onler of those developed by the National Eilucational 
Finance Project or other more empirically testable weights 
should be develo|x?d, Clonsideration should also be given to 
graduating weights for a given type of pupil when they reach 
high concentrations in a school district. 

should insist on aid for the ditlerential costs of urban educa- 
tion. Generally, cost correction factors might have two com- 
lK)nents, one reflecting the ditlerential a city district pays for 
providing a service ami the second recognizing the higher 
costs cities nuist pay lor educational inputs not always re- 
quired by other school districts. 

•I. should give prime consideration to developing a fiscal capac- 
ity measure which is income, rather than property based in 
nature and which uses total ^xipulation rather than school 
enrollment as the unit by which to measure wealth. 

:h should take into account the problem of municipal over- 
burden. Cities invariably have higher total tax burdens than 
most other types of school districts, (lonsetpicntly, they are 
burdened by aid programs which make the implicit or ex- 
plicit judgement that cities are "free" to choose a level of 
tax elTort tliat will be sufficient to meet their educational 
requirements. Municipal overburden corrections, taking into 
account the higher tax eifort in cities, should be a basic com- 
))onent of a revised aid formula. 

ih should give attention to the form of school finance revisions 
as well as their initial fiscal hnpact on city school finances. 
Full State funding progiams, in particular, should be scru- 
tinized insofar as tliev have a "leveling" effect on urban 
school finances. Power ecpializing schemes sliould be exam- 
ined to see that they do not demand extraordinarily high tax 
effort in large m ban centers. And all school finance revisions 
shouUl l)e studied as to their tax-expenditure impacts on ur- 
ban areas, (iities sliould be estjecially careful of not ending 
up paying the major share ol .school finance revision pro- 
grams. 
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APPENDIX 

The simulated slate aid and tax rate data in Table 1 were calcu- 
lated as iollows. Stale aids were deleruuued ibr each school district 
by multiplying the avera|[;e ycv pupil slate aid in 1971*72 by the local 
to state school tax cflort ratio lor the same fiscal year. Tax rates were 
determined for each school district by subtracting^; the simulated state 
aid IVoui 1971-72 state-local revenue, then by dividing the remainder 
by tiie local tax base, and, fnialty, by multiplying that product by the 
local to state per pupil tax base latio. 

To be sure, tins proceilure iloes not corresix>ud perfectly with dis- 
trict |)ower ecpiali/ing in its pure form. l*his is unavoidable, however* 
unless one makes assumptions about guaranteed revenue schedules, 
thai is, the number of dollars that states will provide school districts 
lor each level tax elFort. Although there is nothing inherently wrong 
about m. iking such assumptions, stating them raises very difficult cpies- 
tions, especially in the area of interactance between guaranteed reve- 
tuie yields and potential changes from present levels of tax effort. 
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Perspectives and Prospects 

James A. Papke 

Professor o( Econotnics, Herman C. Krannert Graduate School of Industrial 
Administration, Purdue University. 

The topic under review today could be retitled ''Financing Educa* 
tion Ten Years From Now-What Will It Look Like?** It would be 
equally interesting to put the topic in historical perspectives and re- 
flect upon what was said on the same topic ten or even twenty years 
ago. A comparison could be made of the policies and predictions that 
were set forth then with the situation today. And although the his* 
torical data have not been thoroughly researched, some brief com- 
ments about school finance in the early 1970*s compared with the early 
1960*s and 1950*s provide useful insights and a backdrop for a look 
into the future. 

First, the basic character of educational finance appears to change 
slowly over time. The finance specialist who took a ten or even twenty- 
year sabbatical leave would not experience much of a handicap in 
understanding the present system and in reacauainting himself with 
its major strengths and weaknesses. In the early *50*s, revenues from 
local sources provided approximately 60 per cent of total Federal, 
State and local expenditures for elementary and secondary education. 
By the middle *60 s, this proportion had been reduced to just over SO 
per cent, which is about the current level. 

Second, despite the fairly stable relationship of support for edu* 
cation by governmental level, the data show a substantial increase in 
dollar aggregate school outlays. Between 1957 and 1970, annual spend* 
ing for education jumped from $12 billion to over $37 billion, and 
now exceeds $40 billion. No small part of this expansion was due to 
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|)opuhiti(Hi growth and price increases, bnt there is ample evidence to 
sup|x>rt the contention that qnalitative and quantitative improve* 
ment explain the largest share of the dollar increase. 

Statistical relationships of this kind illustrate the extent to which 
the growth in educational expenditures has taken place widiin the 
framewotk uf a system of fiscal federalism in which education remains 

1)rimarily a State and more importantly a local government res]X)nsi* 
)ility. And though there have been notable swings in the role of 
the Federal government (e.g.. the 1965 Elementary and Secondary 
Education Act), the record suggests that, for the most part, the Fed- 
eral contribution has not kept pace with the gtowth in school costs. 

Third, die share of school costs fmanced locally declined over the 
decade of the *50\s and *60*s, but has stabilised since. What has not 
remained static, however, has been the school system*s increasing re* 
liance on the local property tax. In 1952. school districts required a 
little over one*third of the tlien 38*2 billion local property tax yield to 
finance their 60 (ier cent share of school costs. Uy 1970, the schools 
accoimted for one-half of the $3!) billion local property tax bill to 
fund rou{;^hly 50 |x;r cent of total schtxil ex])endtttn*es. In a word, it 
was and is virtually iinix)ssible to separate school finance from the 
local pro|^rty tax. Furtlter, because most local government units are 
fishing in the same property tax jxjiid, it is obvious even to the most 
casual observer that an increase in the property tax levy of one unit 
makes it increasingly difficult for another, serving the same area* to 
meet its needs from this source. 

And fourth, the most striking feature in school finance over the 
period tnider discussion has been the revenue-generating performance 
of the property tax. This is all the more surprising because few taxci» 
have so little to recommend it and so much to condemn it. As late as 
1956, one among many critics of the property tax forecast that in 
twenty years, **the property tax will . . t have become an all-but- 
forgotten relic of an earlier fiscal age. . . Somewhere along the 
line, new life was breathed into the pio|)erty tax and rather than dts* 
appearing or withering away as some had prophesied, it has continued 
to outperform and overshadow other sources of State-local revenues. 
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,\uitii(l('s towaril the property tax have apparently not changed 
nuicli. 1 lie ramparts delendini* the property tax arc still not crowded. 
In a recent poll conducted for the Advisory Connni.ssion on Interfjov- 
crnniental Relations, nL*s|x)ndents picked the property tax more oltcn 
than any other tax as the worst tax.^ When asked what would he the 
best way to raise additional State revenue, respondents placed the 
property tax at the bottom of the list. I'here seems little doubt that 
given the choice, the majority of taxpayers would prefer sales and 
income taxes to further increases in the jjroperty le\T. Despite tax- 
payer preferences, at least one source projects property tax yields ol 
$50 billion by 1975 and §70 billion by the latter would consti- 

tute over a 119 per cent increase above 1970 levels.'* 

With the.se few retrosjiective comments, what can we .say about 
how the system of educational finance will look ten years in the In- 
ture? Is tlie past really proloj^tie? Will the process of change be as slow 
as in the past or will there be a change of pace of fiscal developments 
that will drastically alter the tax base for educational expenuitures? 
While prophesy is not my particular expertise, there are some signifi* 
cant current trends that seem likely to extend into the future. In ad- 
dition, .some fxissible new developnients may change the tax landscape. 



It is not the primary pur|x).se of this discu.ssion to examine the 
local projjerty tax: the (piestion of alternative tax sources for finaiio 
ing education cannot, however, be meaninglully explored if it is ig« 
noted. As all are now aware, in rejecting by one vote last month the 
challenge to the system of financing public schools in Texas, the U.S. 
Supreme Court also gave respite to the forty-eight other States under 
piessine to reform school financing. If a single justice had shifted JiLs 
vote, the .system of school finance as presently constituted would have 
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been drastically altered. Most important would have been the changed 
role of the local property tax. Clearly if tlie Court had gone tlie other 
way. tlic locally detenu mcd property tax coidd no longer be relied 
upon to provide the majority of support of a school district's expendi- 
tures. What tlien would have been the alternative approaches to a 
full-fledged restructuring of educational fuiance? It is the position 
here that the Court's decision constitutes a postponement, not a de- 
feat for financial revision. (Changes in educational finance may not 
be as abrupt or rapid perhaps as they would otherwise have been, but 
diey will come. The question is not whether revision will take place, 
but how long will the process take. 

In this context, die Advisory Commission on Intergovernmental 
Relations prophetically stated in a January, 1973 release.^ 

''Even if the Supreme Court overturns the Rodriguez deci- 
sion, Serrano^ype litigation has so dramatized the existence of 
intrastate school finance disparities that State political leaders 
will hereafter be under constant pressure to improve the State's 
distribution of school funds. It the Supreme Court sustains 
Rodriguez, this act will spur corrective State action.*' 

7 he Commission concluded /. diat the interests of our federal 
J vstem are best served wlien States retain primary responsibility for 
shaping policies dealing with general property tax relief and intra- 
state equalization of school finances-two areas that traditionally have 
been within the exclusive domain of State policy-makers."^ 

Increasing emphasis on State government solutions to the problems 
of educational finance is also clear in two recent major federally fi- 
nanced studies: the National Educational Finance Project and the 
President's Commission on School Finance. Both studies concluded 
that the State should assume full funding of elementary and secondary 
education, though the suggested procedures for accomplishing this ob- 
jective were somewhat different. Thus, with the same forces arid pres- 
sures at work to revitalize educational finance, with or without a Court 
decision there is a finite number of options available. The different 
options (not mutually exclusive), however, have different subjective 
probabilities attaclied to them in terms of actual realization and im- 
plementation. 

The first alternative approach to m^^jor reliance on the local prop- 
erty tax would allow local governments to impose local sales and/or 
income taxes. Local financing of education would remain essentially 
unchanged, as wonl.d local control of educational policy. The realities 
of intrastate disparities in tax bases (e.g., **bedroom" communities 
versus shopping centers), however, suggest that this option would have 
limited adaptability and acceptability. This fjolicy option is not rated 
high on the scale of fiscal neutrality. Nor is it attuned to current de- 
velopments, though at last count, some twenty-five States permitted 
local governments to tax letail sales and nine States extended local 
taxing power to income.'* These taxes were generally of the **piggy- 
back" variety, where the local rate is added to an existing State levy. 
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School, districts in only two of these States-Louisiana and Pennsyl* 
vania-shared in these local nonproperty tax options. 

All States presently provide financial assistance to local school dis- 
tricts. A second approach to structural cliange in the educational fi- 
nancial system wo\dd retain the locn^ property tax in its present role 
but modify the basi^ ior determining the distribution of State aid. 
This is essentially a ''atero-sum" game, where a fixed number of dollars 
is simply reordered among school districts. Some districts would get 
more aid, but only at the expense of others. Unfortunately, this alter- 
native has some political appeal for it amounts to a type of ceiling on 
tlie local property tax and no tax increases at the State level. Here 
again, however, the policy is out of step with current political and 
economic realities. The redistribudon ot fiscal resources among gov- 
ernmental units is never a simple task, particularly where it involves 
changes in what lias become accepted policy. Further, the present 
structure of most State tax systems has insufficient built-in growth 
(i.e., elasticity) to assure even constant quality levels of educational 
expenditures.^ 

A third type of fiscal system is presently under consideration in 
several States whereby a uniform Statewide property tax for local 
schoob would be combined with modifications in the allocation of 
State aid to education. Presumably the State takeover of the adminis* 
tration of the property tax would serve to rehabilitate and rejuvenate 
the levy to make it a more efltective and equitable revenue instrument 
tor funding a portion of local school costs. Primary emphasis here 
would on improvements in property assessments and taxing pro- 
cedures among taxing units ana types of property. Any efforts along 
these lines should be applauded anu encouraged, and school financing 
has a big stake in the upgrading of the organizational base of prop* 
erty tax administration. 

There are currently some 14,500 primary property assessing areas 
in the U.S.; Illinois, Indiana, Michigan, North Dakota and Wis^jnsin 
each has over 1,000 units. Thirty States require no training or certifi-* 
cation of local tax assessors either before or after they take office. 
Twenty-one States do not ever require the use of tax maps for assess- 
ment purposes. It is not surprising that the present local property tax 
is chaotic and unjust: what is surprising is tnat the situation has per- 
sisted for so long. Fortunately, the current is now running strongly in 
favor of professionali2ation and centralization of property tax admin- 
istration, with the utilization of modern data processing equipment 
to achieve prompt, effective, and even handed property tax aominis* 
tration. 

The fourth available option involves a reduction in the reliance 
on the local property tax as the primary source of sdiool finance and 
the substitution of revenues derived from State tax sources, namely 
Income and &ales taxes. This policy option is consistent with the vocal 
demands for property tax relief for more intrastate uniformity in 
sdiool expenditures, and for shifting the major responsibility for fi« 
nancing education to the State. The key issues in this approadi are 
tlic capability and willingntss of the States to strengthen and balance 
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their own tax stnictiire.s as well as those of their kKal governments. 

Do the States have untapped taxahlc capacity? The answer to this 
((itestion is a (inatifted yes; (inaliliecl in the sense Owi there are alter- 
native measures of tax elfort and tax capacity. Applying the 'ieast 
stringent" capacity tes^-^(\c lUwmm of piitential revenue a StiUe could 
raise if it made the same tax eilort as the highest tax ellort State in 
its region-in the aggtegate an estimated SKi hilUon of initapped State 
tax revenue would he avaihihle/ This amount would be mcjre than 
suflicient to cover the additional recpiired outlay (S13 billion) tor 
State financing of 90 ^)er cent of public school costs; alternatively, this 
revenue would provide the necessary resources to raise per-pupit 
spending in all low spending school districts to the 90//] pupil per- 
centile, or approximately 37 billion.^' 

Applying the "most stringent * capacity test— the amount of |)0- 
teutial revenue a State could raise if it made the same tax eflbrt as 
tiie nation's highest tax eUort State— generates some $35 billion of un- 
tapi)cd tax capacity.*" What all this suggests insofar as the overall ca- 
pability of the States to fund property tax replacement and additional 
school expenditures is obvious. 

Even the State tax bases or sources in the gieat majority of cases 
are known, Thirty-five States now have broad-based income and sales 
taxes. The States are clearly moving toward more balanced tax struc- 
nnes utilizing property, sales and income as tax bases, but more needs 
to lie done to ec|uali/e further the relative contributions of tlie three 
tax l)ases. State personal income taxes are still providing only abbut 1 1 
per cent of the total yield of State-local taxes, and general sales taxes, 
though sotuewhat higher, account for less than 20 per cent. In con- 
trast, property tax collections are running about 40 j^er cent of total 
State-local tax receipts. 

l*he frequency flistribution of reliance on property taxation in 
State-local systems tor the fifty States and the District of Columbia is 
the following: 



Vroperiy tax as per cent 

of State^local tax Vo. of 

collections States 



Less than 20% 
20.20.9 

Over 60% 



Impetlis tor more ado^nions and more intensive use of existing per- 
sonal mco.uo taxation might increase as a result of the 1972 Federal 
revenue sharing program. Not widely publicized is a provision of the 
program which permits States to "piggyback*' on federal personal in- 
come tax collections. Such a collection progiam could become effective 
as early as 1974. The legislation recjuires that at least two States ac- 
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counting for at least 5 j>er cent of the taxpayer?: in the U.S. must re- 
quest Federal collection of their income taxes lor piggybacking to 
begin. If the 5 i^er cent requirement is not met by January 1. 1974, 
its introduction will be delayed year to year until the re(|uirement is 
satisfied. In addition to the savings in adlninistiative and enforcement 
costs to State governments, piggybacking should simplify taxpayer 
compliance. If greater reliance is placed on inconjc taxation, the ob- 
jcctives of both equity and revenue adequacy (i.e., the automatic re- 
s)K)nsiveness of tax collections to economic giowth) will be served. 

Not to be overlooked is the apparent preference of taxpayers for 
sales taxes. In the |k)11 earlier referred to. when asked: '^If yom* State 
government must raise taxes substantially, which woidd be the best 
way to do it: State inconie tax, State sales tax, or State property tax?** 
The answers to the question were as follows: 

State inconje tax . 25 per cent 

States .sales tax 46 per cent 

State property tax ..14 percent 

Oihev 5 per cent 

Don't know 10 jjer cent 

To summarize to this point, tliere will probably be significant shift- 
ing in current State-local tax relationships, particularly away from the 
local protxfrty tax. Ex|)erience in both the economics and the politics 
of providing property tax relief and replacement is gaining, though 
the |Kilitics often intrudes on the economics. Thus, for example, the 
|K)litical attitudes surrounding the necessity and feasibility of provid- 
mg general, across-the-board property relief are receding, and in their 
place are more realistic approaches to providing relief to specific 
groups (re: the so-called '^circuit breaker * system for jirotecting low 
income households from proj^erty tax overloads). £(}uippcd with more 
productive and diversified tax systems, tlie States would be in a better 
|x)sition to provide the revenue required to adecpiately finance public 
schools. 

BARRIERS TO CHANGE 

The remarks above are suggestive of some developments that may 
occtn* in State-local tax systems and indnectly in school finance. Per- 
haps a few remarks are in order on :4ome of the obstacles to their 
achievement. 

Reference was earlier made to ''untapped tax capacity." The cen- 
tral issue in the pros})ects for changinjj the structure of school financ- 
itig is whether or not the States will in fact convert taxable capacity 
to actual tax collection.s. Cmrently, political antipathy to association 
with tax increases is widespread among State elected officials. The high 
mortality rate in candidates for re-election is commonly explained 
bv their spon.sor.ship of tax increase programs. Right or wrong, the 
allegation is nuiking political leaders cautious of associating themselves 
with tax-raising policies. The problem is becoming particularly acute 



ERIC 



'33 



38 



School Finance in Transition 



because o£ comparatively optimistic revenue projections and the 
widely publicized economy/ no-tax-increase myopia in Washington. 
The country seems to have been massaged and mesmerized into be- 
lieving that all tax changes-iucluding reforms-are bad and that 
maintenance of the status quo is the best that can be hoped for. 

These attitudes ^wrtend difficult times ahead unless the basic issues 
of tax policy and fiscal reforms arc made understandable and are ef- 
fectively communicated to jiolicy-makers in the executive and legisla- 
tive branches of State government and to the general public. This is 
by no means an easy task. The judicious selection of the basic imH 
in educational finance to be considered by governing bodies is impor- 
tant. Legislative battles over taxes are difficult and time consummg. 
Consequently, they should be constantly focused on substantive change 
within a framework of a long-range optimal plan. There is no substi- 
tute for careful and objective analysis, communication and planning. 

This then is one observer's partial list of the more important in- 
fluences which can be expected to shape the character of public school 
finance in the future. Notice, the role of the Federal government has 
gone virtually unmentioned. It is the position here that States and 
school districts cannot look to Washington for reform in educational 
financing for several reasons. First, its current importance, in dollar 
terms, is small, providing only about 8 per cent ($3.8 billion) of pub- 
lie school exj}enditures in the 1970-71 school year. Second, Federal 
r venue sharing seems to be providing the rationale for cutbacks in 
existing Federal grants. New York State has estimated its potential re- 
ductions at approximately $36 million.^^ Third, the President's 1974 
budget proposes the replacement of some thirty existing categorical 
grant-in-aid programs into five broad categories— for the disadvan- 
taged, for the handicapped, for vocational education, for support serv- 
ices ranging from library materials to school lunches, and for "im- 
pact" aid for districts with large numbers of Federal employees living 
on Federal property. It is intended to effect economies, to eliminate 
red tape, and to allow States and localities to determine spending pri- 
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School Finance Data, 1970*1971 School Year 



Total expenditures (or public schools 
Current expenditures 
Capital outlay 
Interest on school debt 


$39.6 
4.6 
1.3 


(Billions) 

145.5 


Revenue receipts for public schools 
Local govemments 
State governments 
Federal government 
Intermediate sources 


22.S 
17.6 
3.S 
.9 


44*5 


l^al property tax coUectionsa 
School districts 
Other local governments 


28.0 
19.0 


42.0 
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orities. State and local funds previously required to match the cate- 
gorical Federal grants will be freed for use at the discretion of State- 
local officials. In other words. Federal incentive programs will be 
minimized or eliminated and education will have to compete for the 
released dollars with other functions (e.g.. iK^lice protraction, trans- 
portation, etc). This is what is referred to as the ''new fiscal fed- 
eralism/* 

Politicians arc fond of quoting Chief Justice John Marshall's state- 
ment in the famous McCullock vs. Maryland case, *\ . . that the power 
to tax involves the power to destroy . . Inteiestingly, they too often 
overlook his next few words: '\ . . that the power to destroy may de- 
feat and render useless the power to create." The real danger of out- 
moded and unbalanced local revenue structurerfor the support of 
education is that it inhibits the creativity of the government and sup- 
presses the creative impulses of the citizens who support it. Such inhi- 
bition and suppression can profoundly affect the quality of life of 
society. 
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Approaches to Equitable Financing of 
Education in Canada: Federal Provin- 
cial Tax- Sharing and Provincial 
Financing 

Wii.FRKD J. Brown 
Canadian Tcnclim' federation, Ottawa, Ontario. 

As in other areas of activity, tlicrc are many similarities between 
the IJnired States and Canada in the arrangements and mechanisms 
for financing education. For example, the foundation concept for 
state*Iocal cost sharing has been widely adapted by Canadian prov* 
inccs. Rather than concentrate on these or other aspects of our systems 
which may be quite familiar to you, this paix;r will deal with two 
features of our systems which have not been widely ttsed in the United 
States, namely, tax-sharing with unconditional equalization at the 
federal*provincial level and an interesting experiment in cetitralized 
financing of education by the Province of New Brunswick. 

Following a brief overview ol the growth of educational spending 
in absoltue and relative terms and of the rapid changes in sources of 
funds for education in Canada, it is proposed to examine the federal- 
irovincial tax sharing arrangements by means of which the provinces 
lave been given access to fiscal resources sufficient to carry out their 
educational and other constitutional res}K)nsibilities. It is then pro- 
posed to discuss some as|3ects of our provinciaMocal arrangements 
for financing elementary and secondary education, with particidar at* 
tcntion to the New Brunswick exfiericnce with centralized financing. 

The British North America Act of 1867, the Canadian equivalent 
of the U.S. Constitution, gave each province the right and responsi* 
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bility to develop and administer its own f&ystem ol education. Thus, 
ten distinct provincial systems of elementary and secondary education 
have evolvea. While there are some important differences among these 
systems, most of them have local school boards and use property taxes 
as a major source oi funds. 

EDUCATION IN CANADA'S NATIONAL ECONOMY 

In common with most other Western countries educational spend- 
ing in Canada has increased gieatly in recent decades, particularly in 
the sixties. Between 1961 and 1971 total spending on Formal Educa- 
tion and Vocational Training in Canada mcreased from $1.9 billion 
to $8.0 billion for an average annual rate of 15.7 per cent. In relative 
terms, the giowtli of educational spending has also been quite remark- 
able, rising from 4.7 per cent of GNP in 1961 to 8.6 per cent in 1971.^ 
In relation to Personal Income, the comparable percentages were 6.4 
in 1961 and 10.9 per cent in 1971. 

While a tremendous expansion in post-secondary education during 
the sixties contributed sharply to this growth in total costs, spending 
on elementary and secondary education also grew very rapidly, from 
$1.4 billion in 1961 to $5.0 billion in 1971 for an average annual 
growth rate of 13.5 per cent. In relation to national output, spending 
for elementary and secondary education increased from 3.6 per cent 
of GNP in 1961 to 5.4 per cent in 1971 and the comparable percent- 
ages in relation to Personal Income were 4.8 per cent in 1961 and 6.8 
per cent in 1971. 

The reasons for the above developments are familiar: more chil- 
dren staying longer in school and demanding wider educational 
choices. 

The most notable structural cliange in Canada's aiTangements for 
financing education in recent years has been the assumption by the 
provinces of a much larger share of local school spending: 



Sources of Funds 


Pubtich* 
Controlled 
Elementary ^ 
Secondary 
(1968)' 


Change 

ms 

to 

1968 


Ai.L 
FORMAL 
EDVCA- 

(1968) 


Change 

ms 

to 
1968 


A. Loc<il government taxation 39.8% 

B. Provincial and territorial 

governments 52.2 

C. feclcral government 5.2 

D. Non-government (private) 2.8 


(-9.2) 

(+0.7) 
(-.3.1) 


25.3% 

54.6 
11.5 
8.6 


(-14.9) 
(+12.3) 
(-0.8) 


TOIAL 


100.0% 




I00.07o 




SMILLIONS 


3,595.5 




5»663.9 





^Incliutcs elementary and secondary^ teacher-training, university and vocational 
education. 
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In the decade 195R to 1968 the share of local taxation as a source 
of funds for total educational spending fell from 40 to 25 per cent 
while the provinces* share increased from 42 to nearly 55 per cent. 
This takeover of major financial responsihility hy the provmces has 
been most t)ronounced at the elementary and secondary level where 
the share of local taxation fell from 49 to 40 per cent and the provin- 
cial share rose from 41 to 52 per cent. 

Similar shifts have taken place at the post*secondary level but the 
shift has been from the provinces to the federal government In 1960, 
the provinces contributed 41 per cent of the funds to post*secondary 
education in Canada, the federal government provideu 22 per cent 
and the private sector (i.e., fees, endowments, etc.) made up the re* 
maining 87 per cent. By 1969, the federal share had doubled to 44 
per cent while the provmcial share had declined to S2 per cent and 
the relative importance of the private sector had dropped to 24 per 
cent. Having documented the growth in our total financial commit- 
ment to education and the shift in the burden of financing from the 
municipalities to the provinces, it will be useful to examine the means 
by which the provinces were permitted to assume this additional bur* 
ilen, namely, tax*sharing or tax credits, as you may know them. 



PROBLEMS OF FISCAL BALANCE AND EQUITY 

It will be useful at this point to review some of the problems of 
post'War fiscal federalism in Canada which have had to be overcome. 
Those problems are endemic to federal states but have been more 
pronounced in Canada during the past two decades than ai any other 
time. 



Dynamic Imbalances Between Spending Responsibilities 
and Revenue Means 

While spending responsibilities and revenue sources are usually 
roughly in palance for the senior governments when a federation is 
negotiated, it is unlikely that they will remain in balance over any 
substantial period of time. Social and economic conditions change andi 
with these changes, the priorities for desired public services also 
change. In addition, the relative importance of various sources of reve* 
nue wax and wane. These twin problems are not as serious in a uni** 
tary state where the central government can alter spending responsi* 
bilities and tax powers at will, as they are in a federal state where the 
original division of powers and responsibilities was the political com* 
promise which made nationhood ix)ssible and is usually firmly en- 
trenched in a written constitution. 
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Aggregate inibalaiices between speiuling responsibilities ami reve- 
nue-raising jxiwcrs have l)een particularly apparent in Canada in re- 
cent decades. Most jHiacetinie priorities have arisen in the social serv- 
ice field which, in Canada, is the domain of the provinces. The ex- 
pansion ol ecUicatiou has already been docuuKMUcd and there have 
been similar expansions in health and welfare. 

In an attempt to keep pace with the explocting demands for serv- 
ices in their domain, provincial and local goveriMuents raised the rates 
and enlarged the bases of old taxes and, at the provincial level, new 
taxes were adiled, chiefly general sales taxes. Desuite these measures, 
the pressure to enlarge sjKMuling exceeded the ability of the provinces 
and their localities to increase tax fields from their own sources. 

The principal reason for the failure of provincial and local revenue 
sources to keep pace with their spending needs is that the yields of 
the taxes on which they rely do not respond well to normal gro\yth 
In the economy. This fact is illustrated by comparing revenue elastici- 
ties of the major taxes in Canada with respect to Gross National Ex- 
penditme over the period 19:13 to 1965. Tlie revenue elasticit)r of 
wealth taxes, primardy the real property tax on which municipalities 
rely, was 0.87 while that of consumption taxes, on which the provinces 
have traditionally depended most heavily was 1.12. The revenue elas- 
ticity of income taxes, exploited mainly by the federal government 
was 1.66. The higher revenue elasticity of income taxes is explained 
by progressive rate structures and rising income distribution profiles. 

Interprovincial Diflferences in Levels of Real Income 

The second major problem in our federal financial arrangenients 
arises because of ihfrerences in levels of real income among provinces 
and, it must be added, among localities within provinces, jurisdictions 
with relatively low levels of real income must levy heavier tax bur- 
dens on their citizens to provide sinular standards of public services 
provided in wealthier conimunitios. To the extent that prevailing 
uieas of social justice (or jxiMtical expeihency) reipnre alleviation of 
this situation, a redistribution of tax revenues is required. 

In the past two decades there has developed in Canada a very 
strong sentiment favouring government intervention to reduce the 
gap between "haves ' and 'Miave nots,** whether it involves adjustments 
hi the economic well-being of individuals or the fiscal capacities of 
provincial governments to provide comparable standarils of social 
services. 

FEDERAL-PROVINCIAL FISCAL ARRANGEMENTS 

*riie Canadian approach to solving the problems of aggiegate im- 
l)alances between spending needs and levenue sources and to offsetting 
itUer*provincial disparities in standards of social services has evolved 
from the historical circmnstances out of wliich the federation emerged 
and from subsecjuent events. The modern history of Canadian inter- 
governmental fiscal relations began in 1940 with the reporting of the 
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Royal Commission on Dominion-Provincial Relations (Rowell-Sirois 
Commission). The Commission had been appointed to examine the 
hopeless jumble of income and consumption taxes which had grown 
up in most of the provinces and to recommend rationalization of 
federal-provincial finances. Despite the rejection of the Rowell-Sirois 
report at the time, the debate and controversy surrounding its rec* 
ommendations created an atmosphere in which all parties were more 
receptive to change than mi^ht otherwise have been the case. In fact, 
the system of federal-provincial fiscal arrangements which has evolved 
over the past 80 years is siinihiv in many resjx^cts to that recommended 
by the Rowell-Sirois Conunission. 

Tax Rental (1942-1962) 

Early in World War II» the federal government was able to per- 
suade the provinces to relin(|uish their own tjersonal and corporation 
income tax Belds in return (or unconditional "rental" payments. Pos* 
session of undisputed control of the income tax permittecl the federal 
government to pursue the war effort to the fullest extent. Rental 
agreements, fust made in 1942, were renegotiated every five years and 
eventually covered the i>eriod 1942 to 1962 usin^ rental formulas 
which became progressively more generous from period to {)eriod. 

Tax rental re({uires that a provincial or state government refrain 
from exploiting a tax source to which it has legal access, in return for 
a negotiated percentage of the collections made within its region by 
a higher level of government. The advantages of tax rental for such 
levies as income taxes are that they (1) help facilitate equitable treat- 
ment of individual taxpayers amon^ provinces, and (2) permit a cen* 
tral government to pursue economic policies with less likelihood of 
having thein neutralized by the provinces. The proceeds of tax rentals 
are, of course, derivation transfers in that, in the absence of equalisa- 
tion or stabilization clauses, the^ are proportional to the revetme de- 
rived from the recipient's own jurisdiction. 

The rental system worked welt for Canada during the wartime and 
in the early post-war years, providing the federal government with a 
strong revenue base, establishing a standard income tax structure 
across the country and guaranteeing the provinces certain basic reve* 
nues at fairly low political risk. However, tax rental had some serious 
disadvantages. First the provinces who sign rental agreements forfeit 
a degree of autotiomy in that they are not free to vary the tax rate. 
Since the productivity of provincial consumption taxes is low and their 
incidence slightly regressive, there is little a province can do to in* 
crease revenues significantly during the course of an agreement. Sec* 
ond, tax rentals violate the principle of fiscal responsibility in that the 
political pain of raising the funds does not fall on the same level of 
government which has the political pleasure of spending them. Fi* 
nally, a tax rental system penalizes any province which prefers not to 
refrain from imposing its own income or succession taxes. In Canada, 
Quebec refused to participate on grouncis that the concept of tax ren* 
tal was incompatible with its constitutional rights. 
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Tax-Sharing (1962-1972) 

The disadvantages of tax rental led to their replacement in 1962 
by a form of tax-sharing arrangement. After negotiating a mutualJy 
acceptable tax ba^c, parties to a tax-sharing deal are free to vary the 
rates as they choose, thus overcoming some of the major disadvantages 
of tax rental. Under the 1962-67 agreement as it apjplied to personal 
income tax, the federal government imposed a national "basic tax** 
which it then reduced or abated by a negotiated percentage in order 
to ''make room'* for the provincial taxes. 

For the first time in 1962 the federal government and the provinces 
also entered into formal tax collection agreements under which the 
federal government agieed to collect, free of charge, provincial per- 
sonal and corporate income taxes without any limit on the amount 
collected. Thus, the provinces were free to tax at rates beyond the 
federal abatement, the only condition being that the provincial and 
federal tax bases had to be identical. All provinces except Quebec 
chose to have their personal income taxes collected by Ottawa, In ad- 
dition. Ottawa collected corporation income taxes for all provinces 
except Ontario and Quebec, 

Throughout the series of tax rental and tax-sharing agreements 
there has been an incessant struggle by the provinces to inaease their 
share of the tax pie and the federal government has, in fact, given up 
more and more of the federal "basic tax" to the provinces. The fol- 
lowing are the basic jjercentages by which the federal government 
withdrew from the personal income tax field: 

1957 Anangements (tax rental) 
1957 

to 13 
1961 

1962 Arrangements (tax-sharing) 

1962 16, 

1963 17 

1964 18 

1965 22 

1966 24 

1967 Arrangements (tax-sharing) 
1967 

to 28 
1971 

The additional four |X!rcentage points of personal income tax abated 
to the provinces in 1967, together with one percentage point of cor- 
fxjrate income tax (not shown above), were R anted to the provinces 
for post-secondary education and will be discussed more fully fur- 
ther on. ^ 

The successive abatements of federal tax collections throughout 
the sixties was the major factor enabling the provinces to increase 
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their share of educational costs, documented earlier. The remarkable 
aspect of this period in Canadian federal«provincial fiscal relations is 
that the provinces have been able to meet the exploding demand for 
social services in tlieir domain, including education, without increas* 
ing the income tax burden on their taxpayers. In fact, except in those 
provinces which taxed beyond tlie federal abatements, Uie uicome tax 
burden remained almost constant from 1961 until 197L 



to shift effective taxing power from the federal to the provincial level 
in recognition of urgent provincial priorities in the social service fields. 
Thus, It has been possible, with a minimum of disruption to the tax 
structure, to strike a new balance between expenditure needs and 
revenue sources at each level of government. 



Revenue Equalization Grants 

As early as 1957, the federal government began to make uncondi- 
tional tax revenue equalization payments to the provinces with the 
objective of better enabling all provinces to provide comparable lev« 
els of services with comparable levels of taxation. The 1957 agreement 
provided for equalization payments to bring the pe** capita yield of 
the three **standard*' taxes (i.e., personal income, corporate income 
and succession duties) up to the weighted average yield from these 
taxes levied at "standard rates in Ontario and British Columbia, the 
two provinces with the highest per capita yields. Payments were made 
to all provinces, including Quebec, even though it did not participate 
in the rental agreements. In 1962, a measure of natural resources reve- 
nue was introduced into the equalization formula but the level to 
which revenues were being equalized was reduced from the average of 
the top two provinces to the national average. One year later, however^ 
and for the balance of the 1962*67 Agreement, the formula was 
changed back to the "top two" basis but with a deduction for prov- 
inces with above-average per capita yields from natural resources. 

A major change in the equalization formula took place in 1967 
when the tax base used to determine entitlement to ecjualization was 
broadened to include virtually all sources of provincial revenue in* 
stead of the four revenue sources used in the previous agreement. The 
formula attempts to measure the amount by which each province's 
revenues, as calculated using a "representative tax system" fall short 
of the national average because of weak revenue sources. These equali- 
/ation payments ensure that each province can receive revenue equal 
to the national per capita average regardless of the deficiencies in its 
own revenue sources and without subjecting its taxpayers to above 
average tax rates. 

In 1972» the federal government distributed approximately $1 bil* 
lion in unconditional equalization transfers under the Federal-Provin- 
cial Fiscal Arrangements Act. The following are the percentages of 
1972 gross generalrevenue made up of unconclltional equalizing grants 
under this program: 
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Newfoundland 


26.2% 


Prince Edward Island 


20.7 


Nova Scotia 


17.7 


New Brunswick 


21.1 


Quebec 


9.2 


Manitoba 


8.0 


Saskatchewan 


16.8 


7 Provinces 


12.3% 



In the Federal Budget brouglit down on February 19, 1973, the 
Government announced Uiat the revenue equalization formula would 
be expanded, effective April 1, to include local taxes. The net effect 
of this measure will be to Uansfer substantial extra funds each year 
to the above provinces. The transfer will amount to about 28 ^r cent 
of the local school taxes collected in these provinces and will uicrcase 
total equalization payment by $190 million to $1.4 billion in 1973-74. 
The Minister of Finance inciicatcd that he expected to see the prov- 
inces alfected pass on substantial benefits from these extra funds to 
their local property ratepayers. 

Conditional Grants in Health and Welfare 

What have just been described are the ma|or features of federal- 
provincial arrangements for ensuring the provinces a high degree of 
fiscal balance and equity. In addition to the program of tax abate- 
ments described previously, the federal government makes use of ;jn- 
other mechanism to promote fiscal balance, namely, conditional giants 
in ilxQ fields of health and welfare. Tliese programs are worthy of note 
in this paper because the policies which nave been adopted with re- 
gard to these programs are indicative of the jjhilosophy of the Ca- 
nadian Government toward involvement in the provincial domain. 

By conditional grants, I mean cost-sharing schemes under which 
the federal government pays approximately 50 per cent of the cost of 
provincially administered programs, not catej^orical grants which can 
only be used for s])ecific purposes. The provinces retain a wide lati- 
tude in undertaking programs eligible for federal cost-sharing. 

These programs have been designed primarily for stimulation and 
tax relief rather than equalization, altliough there is an implicit ele- 
mcnt of equalization in the distribution formulas which usually re- 
sults in the federal share being hirger in the less affluent provinces. 
There has been no attempt in Canada to build a ''fiscal need'* com- 
ponent into our conditional giants at the federal-provincial level as 
has been done in the United States with many of the categorical grants 
in health, education and welfare. Serious efforts at equalization are 
made through provincial revenue equalization grants. 

The conditional shared*costs grants are for three programs in 
healtli and welfare: The Canada Assistance Plan, Hospital Insurance 
and the Medical Care Progiam. Tliese programs were established by 
the federal government to ensure that all provinces could meet certain 
basic standards of health and welfare service. 
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The federal government now regards tliese tliree progr.niK as ••well 
established'* in the sense that they are felt to have sufficient popular 
support in all provinces to ensure their continuation without direct 
federal involvement. Accordingly. Ottawa lias proiiosed to witlulraw 
from these progianis by eliminating the conditiojw which Jjave ai> 
plied to die federal contribution and substituting u fiscal equivalent 
in the form of tax points. 

The federal government made its first •'optiiig-out** proposal in 
1964. renewed and altered it in 1966 and 1968 and then withdrew it 
altogether in 1969 pending major tax reform. These details are of no 
gieat interest here. The essential |K>iiit is that, once a progi am in a 
social service field has been initiated and become •'well established** 
the Canadian Governinent has adopted the philosophy that it is better 
to terminate direct financial assistance in exchange for tax points. 

Post-Secondary Education Fiscal Transfer 

In 1967 the federal government introduced an unusual type ol 
transfer to assist the provinces in financing post^secondary education. 
This progiam was in partial re|Alaccnicnt for a per capita grant to 
universities which was being phased out. The Post-Secondary Educa. 
tion Fiscal Transfer is unusual in that it is unconditional and con- 
ditional at the same time. 

The unconditional feature of this program consists of the abate- 
ment of four equalized points of personal \ncr, ^ tax and one equal 
ized fjoint of the cor|>orHtion income tax bas r-o ^d earlier in the de- 
scription of general tax abatements. If necessary, the tax abatement 
revenue is augmented to bring the total transfer up to 50 per cent 
of the operating costs of post-secondary institutions or to an amount 
equal to $15 per capita of the provincial population in 1967, which, 
ever the province in question prefers. Newfoundland, Prince Edward 
Island and New Brunswick have chosen the latter option. Total fed- 
eral transfers to die provinces under this piogiaiii increased from 
§422 miUion to §870 million between 1967 and 1971 absorbing a sul> 
stantial share of the increased costs of post-secondary education in the 
late sixties. When the 1972-77 fiscal arrangements were negotiated with 
the provinces the federal government only agreed to continue this 
program for two additional years and placed a limit of 15 per cent 
per annum on the growth of payments for the final two years. Studies 
concerning the federal role in financing post-secondary education are 
in progress at this time. 

PROVINCIAL'^LOCAL SCHOOL SUPPORT PLANS 

As noted at the outset, diis paper will give major attention in con* 
sidering provincial-local financing of jducation to the New Brunswick 
experience with centralii^ed financing. Before doing this, however, it 
is necessary to provide an overview of the kinds of programs employed 
in the other provinces. 

It is useful to begin by examining the sources of school board reve- 
nue by province for a recent year (1968). In botli Newfoundland and 



ERIC 



School Finance in TransUion 



Sdl'HCKS^OF SCHOOi 



Province 



Newfoi. ullaml 

Prince Eilward Islalui 

Nova Scotia 

New Brunswick 

(luebec 

dntario 

Manitoba 

Sa!ikatchewan 

Alberta 

British Coltimbia 
A!l Provinces 



Hoard RKVENtJK. 10 PROVlNCtN 
19(38 



Prtn'iiicial 



irauts 


Local 


Other 


Total 


Percentage DiUribution 


$MILL!ONS 


90.0 


2.0 


8.0 


41.5 


70.0 


2H.7 


1.3 


11.9 


53.9 


45.0 


1.1 


82.1 


99.7 




0.3 


55.3 


57.1 


4i!3 


1.6 


913.5 


46.0 


51.0 


3.0 


1242.3 


77.0 


20.5 


2,5 


131.0 


43.0 


53.5 


3.4 


137.2 


50.8 


45.5 


3.7 


262.8 


41.0 


56.3 


2.7 


284.5 


52.1 


45.3 


2.6 


3162.1 



New Brunswick the provincial governiiiciit pays virtually the total 
costs of education. * t 

Among tlic oiucr eight provinces the provincial share varies from 70 
per tetit to 41 ulm- cent. Only in Ontario, Saskatchewan Jind British 
Columbia does local government contribute more than half of school 
board revenue. , 

Several Canadian provinces use variations of the foundation pro* 
[riMu concept lor allocating urovincial funds to local school boards. 
.\lbena and British Columbia have variations of the Mort Plan in 
that they define the minimum program in teiins of a weighted teacher 
or classroom. Saskatchewan, Manitoba and Quebec all have plans 
which u.se features of the Maryland Plan. Ontario which, until recent 
years, had a form cC the Mort Plan has now adopted a variable per- 
centage scheme but retained some features of its former plan. In the 
last two or diree years several of the provinces have introduced some 
type of budgetary controls curbing looil initiative in exceeding the 
foundation progrjim. 

New Brunswick, one of our Atlantic Provinces, covers 28,000 
.square miles, similar in physical clia Jicteristics and resource endow- 
ment to Maine. It has a pret*ominantly rural population of about 
640,000, 60 per cent English-speaking and 40 per cent French-speakinff 
and a per capita personal income substantially below tfie national 
average. Until 1967 the Province * I over 400 school districts, mi'*^y 
containing onoroom schools mf<i t, <:h chMs educational opportu- 
nities depended essentially on die vagaries of property lax geography. 

In tlie early 1960\s tlie Governm*. n of New Brunswick set up the 
Royal Commission on Finance and 'Municipal Taxatiju *n r.ftuly all 
asjjects of provincial-local finances and functional assignments. The 
result, beginning in 1967 was a complete reorganization of provincial- 
local relationships md finances including assumption by tfie Province 
of full resix)n8il)ility for financing elementary and secondary educa- 
tion, and the financing and provision of health, welfare and justice. 
To accomplish these purposes there was a complete restructuring of 
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the proviiiciaMocal tax .system including the elimination of outmoded 
taxch sucti as the personal prot^erty and poll titxes and the levying 
oi ;i uniform province-wide real estate tax at an effective rate of 1.5 
|)er cent of market value, to be determined by provincial assessors. In 
addition the Province look over the billing and collection of all prop- 
erty taxes. 

The existing school districts were consolidated into S3 districts or* 
gnni/ed in seven regions eacli liaving a regional superintendent whose 
role it is to provide leadership in those districts which required up- 
grading and* in all cases, to provide contact and liaison between the 
districts and the Department of Education. 

The responsibility for the administration of education in each of 
the 33 districts is delegated to a board of school trustees. Th .se boards 
have either nine or fi' teen members, six or nine of which. \\ ^y.ctively, 
are elected while tlic remainder are ap|K)inted by the Lieutenant- 
Govemor-in-Council. 

Funds for operating and capital expenditure are distributed to the 
sciiool districts on a budgetary basis bv the Department of Education 
and each board of trustees is responsible for administering the finances 
of its district. Budgets are submitted by each district to the Minister 
not later tlian November 15 eacli year. Overall budgetary policy is 
discussed at a conference of Departmental, Regional and District 
sonnel in December and tliis is followed by individual discussions be- 
tween departmental and district officials at which realistic operating 
budgets are established. The budgets of all school districts are then 
submitted to Treasury Board as part oC the Department of Education 
budget. The districts are usually advised in April of the actual budget 
allotments which are finally approved by the provincial Legislature 
and distribution to the districts begins on a monthly basis m July. 
Beginninj^ in 1970, the Province initiated a centralized payrolling sys- 
tem for issuing bi*monthly salary cheques to approximately 8,000 
teacliers and 2,000 non-teaching employees. 

Centralization of financing; in New Brunswick has undoubtedly ad- 
vanced the goal of equalization of educational opportunity in a way 
tliat no provincial-local cost-sharing arrangement seems capable of 
doing, at least not in Canada. Since there are no more than slight 
variations in costs per child between scliool districts, there has un- 
doubtedly l)een a considerable reduction in the wide discrepancies 
in resources available for each child's education across th^^ Province. 
To this extent, the goal of more equal provision of educational serv- 
ices seems to have been advanced. At tlie same tirne^ local decision- 
making in important policy areas such as the hiring of teachers has 
been retained, albeit after a sweeping consolidation of local school 
hoards. 

The process of equalization has been a paf iiful and costly one for 
New Brunswick. In order to improve the rducational and other pro- 
grams of those in areas poorly served in the past, it has been necessary 
to raise taxes. Moreover, people in the larger and more affluent, muinly 
English*s|>caking areas ol tfie Province have had to ''mark time*' tVir* 
ing the *'evening-up** process and tliis lias made them unhappy. Ai- 
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though the ambitious program he fatliered goes on, Louis Robichauds 
Liberal Government was defeated at the polls in November 1970. 

Early in this paper two problems of fiscal federalism were identi- 
fied which, if not solved or alleviated, have serious consequences for 
the financing of education, in particular. The first is dynamic imbal- 
ances between spending responsibilities and revenue sources at the 
federal-provincial level The pattern of arrangements which has 
evolved in Canada for meeting this problem has consisted of tax-shar- 
ing agreements under which both the federal government and the 
provinces exploit the lucrative income tax to which they have joint 
constitutional access. By successive reductions in its own taxes through- 
out the sixties, thereby giving the provinces more '*tax room." the 
federal government implicitly recognized that provincial priorities 
in education, health and welfare should have precedence over fed- 
eral priorities. 

Where the federal government has identified national priorities 
in tlie social service field it has assumed a form of flexible leadership 
by using loosely defined conditional cost-sharing giants until the pro- 
grams nre established and then relinquishing control over these fields 
to the provinces. In this way, provincial needs and aspiiations have 
been better acconunodated and the principle of ^'fiscal responsibility** 
better served. 

The second major problem of fiscal-federalism affecting the financ- 
ing of education consists of intergovernmental differences in fiscal ca- 
pacity necessitating redistribution. By means of the federal-provincial 
revenue equalization program, each province can, without subject- 
ing its taxpayers to above average tax rates, receive revenue equal to 
the national average regardless of its own revenue sources. 

It would be less than honest to suggest that these reasonably effec- 
tive and simple solutions to the problems of fiscal balance and equitv 
came about by either design or by generosity on the part of the fed- 
eral government. In fact, the Province of Quebec has held out inces- 
santly against most federal-provincial fiscal arrangements viewing 
them as infringements on her constitutional rights. In recent years, 
some of the other provinces have beeti almost as insistent in their de- 
mands for fiscal decentralization. In short, the major factor in deter- 
mining the pattern of intergoveinmental fiscal relations in Canada 
has ^ iei\ the desire to preserve our national unity. 

Despite numerous tratisitional problems, it ap|>ears at this time 
that the New Brunswick program of provincial financing of educa- 
tion has resulted In more equal provision of educational services 
among the children of the Province, while at the same time preserv- 
ing a significant amount of local decision-making. Many of the prob* 
lems encountered in New Brunswick stem from the fact that the 
scheme was not phased in gradually and from the persistence of di- 
visions among the population which are centuries old. 

Tlie measures to achieve better fiscal balance and equalization at 
the federal-provincial level have resulted in a decentralization of fi- 
nancial power into the h?mds of the provinces on their own terms. The 
New Brunswick program is a rather dramatic example of the utiliza- 
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tion of this power by one province to improve the clisiribiiiion of 
cdiicaiional service among Us j)eople. Olher provinces are moving 
lowarcl a similar end in gradual slops. For example, Prince Edward 
Island recently inilialeil ils own version ol ihc New lirunswick pro- 
gram, Alberia has jnsl enacted a province-wide nro|>erty lax, the Min- 
ister of Education ol IJritish Columbia has predicted province-wide fi- 
nancing during the seventies and several provinces have adopted 
province-wide ucgottation ol teachers' salaries. All of this suggests that 
within a decade or so most Canadian provinces will have achieved es- 
sentially the same end as New Brunswick. 

rooiNOTE 

lAH statisiics auolcd in Uiis paper were oinnincil fiuiti or derived from pub- 
Unlied reports of MaUstus Canada. Kducalional data was obtained from reports of 
the Kducation Division of Statistics Catiada. 
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Accomplishing Fiscal Neutrality 

Charles S. Benson 
Prufessur, Univemty ol Culifurnia» Berkeley. 

To speak of accomplishing **{iscal neutrality** requires that we first 
have an understanding about what the term means. The heuristic use 
of the concept of fiscal neutrality in Serrano and related cases has 
no thorough development in the literature of public finance. I sug- 
gest we are free, those of us who are interested in social policy* to 
define tlic term (n any sensible way that we wish. 

^ TAX NEUTRALITY 

It is true that economists have established a principle of neutralit\ 
in analyzing the relative worth of difierent instruments of taxation. A 
*'neutrar' tax is one that is free of *'side effects.*' Whereas a tax exists 
mainly to transfer command of economic resources from private sector 
to public, the use of a given tax may create certain specific incentives 
for households to modify their behavior in the marketplace, either in 
their capacity as producers or consumers.^ Such kinds of influences on 
households, insofar as they stand aside from the general transfer-ol- 
economic-resources process, are generally regarded as undesirable fen* 
tures of a particular tax instrument.^ 

What arc some examples of side effects? A progressive income tax 
may discourage entrepreneurs from taking risks and salaried persons 
from engaging in some especially demanding kind of work. The idea 
is that after one has reached a comfortable level of income, a person 
finds that much of the extra income derived from a risky venture or 
from some es|^cially difficult assignment must be surrenclered to gov- 
ernment; hence, the fact that one can keep only half of any additional 
income, say, reduces willingness to put oneself out It is a psychologi- 
cal response, and possibly one of importance. 

ss 
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Excise taxes serve to raise the prices of commodities on which they 
are levied and, ceteris paribus, reduce consumption ol tliose articles. 
Kxcise taxes drive a \mlge between market price and cost ol produc- 
tion: tluis, ihey make impossible an attainment ol inaxinunn level ol 
weliare, lor sucli a maximum implies no such interference in exercise 
of household tastes, Property taxes have eflecls on location of indus- 
trial anti conunercial properties; accordinj»ly. tliey ellect. ifitar alia, 
cotnmutiuji; patterns.*^ 

None of the side ellects cited as examples reflect economic ration- 
fdity. If a government chooses to use a progressive income tax, it docs 
so on grounds of et^uiiv and revenue protluctivity, The fact that the 
tax may constrict risk aking and the matching of hi^h level skills 
to especially demanding work assignmeuts-the establishment of a 
negative incentive on work effort in general— is deplored. Tax neu- 
tralily\ then, is a criterion of relative worth of tax instruments. That 
noiMieutral taxes are used reflects the condition that the most neutral 
kinds of tax instruments, .such as the value added tax, are deficient 
on e(juity criteria. 

FISCAL NEUTRALITY DEFINED 

fiscal neutrality implies a principle broader than tax neutrality* 
for it ileals simultaneously widi the revenue-raising process and with 
the distribution-of-benefits process. In their findings in the Serrano 
case, the majority of members of the Clalifornia Supreme Court ex- 
presseil ilisinay tliat a profjerty-poor school district lacked means to 
purchase high quality school service. They noted that poor districts 
would have liad to levy a tax rate more than double state average to 
enjoy the benefits of high educational cxi>enditure. It is immediately 
clear that the Court had tax biuden and service benefits simultane- 
otisly under consideration. Strange as it may seem, such a logical type 
of analysis is new in social |X)licy, at least with resficct to tlie opera- 
tions of local government. 

The view that fiscal neutrality connotes joint examination of tax 
rates and benefits ilocs not, however, bring us completely to a work- 
able definition of fiscal neutrality. We need a more precise rendering 
of the principle involved. We also must consider the unit, whether 
school district, class of taxpayer, household, or student, toward which 
the principle is to be applied. 

though I must cast it in negative terms, I ofler the following as 
the general definition of fiscal neutrality: fiscal neutrality exists when 
we see no warping or distortion of choice in consumption of tax- 
financed goods and services on inational or socially-imdesirable 
giounds.^ We shall now examine how this principle may be applied 
to different units of analysis. 

FISCALLY-NEUTRAL SCHOOL DISTRICTS 

So far, school ilistricts are the units most commonly mentioned 
in discussions of fiscal neutrality. The California Supreme Court could 
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(iiul no coniuclling reason lor fiscal decisions ol scliool districts to be 
so tliorouglily cunsiraincd l)y tlie amount of locally-iaxal)lc property 
per student contained witliin tite lK)inularies of those units of yipx- 
ernment. Tlie existing system appears to fail the test of rationality, 
lor no one lias so far suggested a logical connection Ijetween require- 
ments of a district for scliool services and the existence— or lack of 
existence, say-of a large private pul^lic utility within its borders. 
The Serrano case, hence, might have been argued strictly on rational- 
ity grotnuls— this is what choice of school district as imit of analysis 
means to me. it is irrelevant if a properly-poor school district liappens 
to be populateil by upper-miilille income hou.seholds. The penalty 
suflereil by the district, i.e., by failing to have commercial and indus- 
trial properties available to tax, exists without regard to the income 
level of the jxiople who live in it. 

CLASS OF TAXPAYERS AS UNIT OF ANALYSIS 

Yet, we should not forget that plaintiifs in Serrano were noor peo- 
ple and that their case was pressed by poverty lawyers. In us ruling 
on denuurer the (California Court held that education is a funda- 
mental interest which, tnuler etpial protection clauses of the United 
States and California Constittuions, .should not be distrtbtUed under 
a suspect classiTication. The suspect classification displayed to the 
Court was district wealth. However, the Court appeared to assume 
that wealth of school district was a proxy for household income. Thus, 
the existing system of finance was seen as one which |>enali/es poor 
|>eople. 

One might go on to say that an educational system which favors 
the rich and |)enali/es the poor is fiscally non-neutral in that it ac- 
cepts a distortion of choice on the basis of a socially undesirable cri- 
terion. To so assert would be to hold diat the development of human 
talent is a process of sufficient value that it should stand free of inter- 
generational forces, such as parental income, as long as privacy is not 
unduly invaded.'^ 

We must now begin to think al^out how the selection of a unit of 
analysis affects ^>olicy to accomplish fiscal neutrality. If the tinit is 
the .school district, then a pro|)erty-based district power equalizing 
scheme might be saiti to serve die purtK)se. Assume that district ex- 
penditure decisions are made by a cabal without regard to educa- 
tional tastes of the inhal)itarus of the district or Meir income. Let 
members of tlie cabal, however, prefer lower local tax rates to higher, 
other tilings equai District |x>wer enuali/ing would allow the cabals 
in all the districts of the state to make their decisions on school pro- 
grams without having to take account, presumably, of local taxable 
wealth. 

Suppose* on the other handi that the unit of analysis is class of 
taxpayer and suppose, further, that the objective of fiscal neutrality 
is to see that poor people have etpial means to express their tastes for 
education as do the rich. 1 hen property-based district |X)wer ecpiali/* 
ing simply would not serve the objective. If some poor families today 
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are excluded from superior educational opixirtunities by lack of means 
to purchase land in affluent, educationally-minded suburbs or to pay 
the rents that high land values in those places connote, then they 
would be excluded toniornnv by inability to pay the top tax rates of 
DPE schedule. I would expect, furthermore, to see poor families who 
today live in middle inc me communities segiegate themselves into 
low income communities where school taxes would be low. I would 
also look for a clustering of commercial and industrial properties and 
retirement villages into low tax areas, but, unlike now, the tax yield 
of such properties would not offer benefits to local residents. 

Fiscal neutrality in terms of class of taxpayer might be served by 
DPE with a different local tax base, namely, surtax on Federal income 
tax liability. The surtax rates could run in the range of 5 to 15 per- 
cent. Because Federal income tax liability recognizes size of family 
and special family hardships (e.g., unusual medical expenses), and 
because the schedule of rates is quite proj^tessive up to high income 
levels, DPE based on income tax liabdity, though not a completely 
neutral system by class of taxpayer, would be, nevertheless, a system 
under which a gtoup of poor families could elect to live in a com* 
munity that sought to receive high quality educational services, for 
the high DPE surtax rates of that community would be laid on a 
small or non-existent income tax liabilities of the poor families. The 
plan would also favor persons of moderate income who desire to have 
the combination of expensive housing and good education (both kinds 
of items being favorable for the development of youth, one would 
think). Taxation of residential property for schools would be aban- 
doned. Non-residential property might become subject to taxadon 
for schools at a statewide rate. This would make taxation of industrial 
and commercial properties itself more rational, for the benefits from 
school levies received by the owners of such properties are not ordi- 
narily drawn from a single school district but from the collectivity of 
districts. 

FISCAL NEUTRALITY AND THE 
INDIVIDUAL HOUSEHOLD 

At the present time, the auality and type of educational services 
consumed directly by a houseiiold are intimately linked to its choice 
of place of residence. This condition is es|>ecially characteristic of 
states which have maintained an administrative structure diat includes 
large numbers of small school (b^itricts, but it may exist as well in 
states with a county district structure if families are restricted in choice 
of school by attendance areas within the county. 

There is no logical connection between household desires with 
respect to place of residence and household demand for educational 
services; hence, fiscal neutrality demands that the nexus be broken. 
For all except the very richest, education is an item of group con- 
sumption. Power to choose one*s group may be equally important as 
power to command an adequate supply of dollars to purchase serv- 
ices. In states whicli have large school districts, such as counties, the 
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solution is relatively simple, in principle: allow choice of school in- 
dependently of intra-county attendance /ones." 

For states which have many small .school districts, die approach 
must be somewhat more complicated. I suggest die following plan. 
Along with DPE based upon surtax on Federal income tax liability, 
add the following provisions. 1) Allow families to choose any school 
for their children to which school or public transport is available or 
to wliich the household is able to provide its own means of transport. 
2) School tax payments levied on a household should follow pro rata 
the children of the household to whatever school they attend. 3) The 
tax rate paid by the family sliould be a weighted average of the tax 
rates levied in all the districts used by the given family. 4) However, 
the scliool tax rate paid by any family should never be less than the 
rate it would pay if it chose to enroll all its children in its district of 
residence. 

The last provision exists to assure diat parents are not allowed 
to achieve a school tax rate advantage over non-parents, i.e., by send- 
ing all dieir children to a low tax rate district. This might be, of 
course, a bona fide choice for some households. In diat case, the given 
family would be paying an excess amount of tax as compared with 
the families of die same income who lived in the district to which 
they were sending their children to school. This sum might be credited 
to them to allow diem to purchase supplementary educational serv- 
ices. Or it might be deposited in an ''educational improvement fund" 
of the district. 

These proposals, I believe, would go quite a long way toward 
freeing clioice of educational services from choice of residence* For 
example, I might wish to live in a small school district because of the 
view, congenial neighbors, etc., but I might wish to send my children 
to central city schools to benefit from the more diversifiea program 
their economies of scale allow them to offer. The plan I have proposed 
would allow me to do so, and die maximum extra stim I would pay 
would be the differential, if any, between the central city's school tax 
rate and that of my home district, plus possibly transport. 

This set of projposals admittedly places government in a position 
of risk. A given district might enjoy a high demand for its services 
and build piiysical facilities to accommodate that demand. Later, it 
might suffer a loss of esteem and find itself with excess capacity. How- 
ever, risk carries with it gains as well as losses, and I feel that some 
competidve piossure in the public sector is generally a good thing. 
Moreover, the fx)ssibtlity of having excess capacity could be mini- 
mized by making use of a certain amount of leased space, along with 
portable facilities. 

THE STUDENT AS THE UNIT OP ANALYSIS 

In some cases the tastes of students may differ from those of par- 
ents in the matter of ({quality and type of educational services desired. 
As long as too much in the way of social benefit was not sacrificed 
and as long as parents did not become too upseti I would favor 8tu« 
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dents having more ilioitc about tliclr educational experiences Irom, 
say, I lie junior iiigli vcai s on. One case wiiere tins nugiu lie important 
would lie the h)ilo\vinK. Suppose I choose to live at some Uistante 
Irom a central cily in a clusler ol small school districts. Let ine assume, 
to make the case as value-free as possible, that 1 have good reason to 
do so and that all iucnd)ers ot my lamily approve my choice ol resi- 
dence except for the fact that my children vant to have more highly 
sijeciali/ed educational services than any of the surrounding small dis- 
tricts can give them. ■I'luis. not even providing lor fiscal neutrality 
of the individual household serves to protect their choice against an 
irrational constraint. 

Choices of students can he served, at least to some ilc^vec, by es- 
tablishing regional educational authorities which, exploiting econo- 
mies of scale, would oiler very specialized comses on an optional basis. 
Specifically, the regional authorities might issue a "spring catalogue," 
listing courses ordinary and exotic. Whenever a sufhcient number of 
students signed up to take a given course, they would be guaranteed 
it. let us say. at the most cotivenient place available. In this mainier, 
those persons in their teens who have any strong measme of desire, 
intellectual or otherwi.sc, to study some particular thing, be it harpsi- 
chord or design of computers or boat building, should be able to find 
instruction, either in an academic or practical manner, as made sense 
in their particular case. The program would allow more specialization 
by subject and instruction of a deejjer, more intensive sort as well.^ 

h CONCJ.UDING NOTE 

We have ollered a definition of fiscal neutrality and we now see 
that plans to provide fiscal neutrality may be different as the unit- 
school district, income class, hou.sehold, or student-which is to be 
protected is difterent." However, plans to provide fisr.il neutrality can 
in a certain sense be additive. That is, as we accept a progressively 
smaller unit of analysis, going, say, fiom school district finally to stu- 
dent, we move from property-based DPE to income-based DPE, com- 
bined with choice of emoUment across district lines and combined 
further with regionalized provision of specialized educational services. 

Two short additional comments must be made. Full state funding 
is another approach to fiscal neutrality and it is an apnroach much 
simpler, in principle, than the one we have worked through here. 
The other comment is that we uuist lecogni/e in conceiUiating on 
education that we are adopting a very pai tial approach to fi.scal neu- 
trality. True fiscal neutrality would deal simultaneously with all local 
public services. 

FOOTNOIKS 

iTaxatlon is employed as an insiriiinciu ot li«al polity as will, liiougii iiiainly 
bv mural, not state or local, govcniiiifiits. , . , 

son the other liatnl. the eirect of t'xcises on htiiior and tohacco pitKliicls in 
» iirhintr their roiisiiiiiptioii may be renaided as sotially desirable. 

:t\ thorough dist iission ot lax criteria is siven in Carl S. .Shoiip, Publie l iutmve. 
Chltago, Aldine I'liblishlnj? t:oin,>any. 1909. I'an II. 
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HlnmliulsioH as well as choicv has its plarc in .S(Kial policy. This ailidc is alnnit 
clidicc. not C(mi{nilsi(Mi. because the basic economic principle oi ncntrahty iniphcs 
choice. 

^•Kxaniples (»f nnchie invasion (»r priiacy nii^hl be the allcnipi by (he Stale to 
(leliiinuie the inatin|; proccNs oi to contnil the annnnn ot leadinp; inaierials. etc. 
that edncationally-inincled faniihes give to their chihhen. 

^K\i this point, tlie reader will scv that the objective of fiscal neutrality possibl) 
may stand in conllici with that of sinial class iinegraiion. I'he mailer ol trying to 
reconcile conllicting objecli\es is foi separate study, 

» ritis proposal is lo be found in the Helmrl of the New York State Cominissii»n 
on (^naliiv. Cost, and Financing of Lleineniary and Secondary Kilncation (Fleisch- 
mann). 1!)72. N'ohinie 1. Chapter 2. 

«Sonie readers may feel that discussion of sindent choice goes beyond the dcli- 
nition of anything "Hscal." However, the student is the one and only direct client 
of educational programs. From his point of view, it makes little difference whether 
liis opportunities uie restricted by tlie fact that he lives in a poor school ilistrict or 
by the fact that he lives in a school district tot) small to give him specialized serv- 
ices niuler any conceivable set of lax ratc% Fiscal opportunities can relate to costs 
us well as to wealth. 
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Cost Differentiah and Cost Indices: The 
Assessment of Variations in Educational 

Program Costs 

Richard A. Rossmiller and Thomas H. Moran 
Department of Educational Administration. University of Wisconsin, Madison. 

Educators and laymen alike have long recognized that not all edu* 
cational programs are equally costly. From the time of Ellwood P. 
Cubberley*s first school finance studies^ at the turn of the century to 
the present time» some school districts have spent substantially more 
money than other districts to educate the same number of students. 
The development of specialized educational programs to meet more 
adequately the needs ol particular types of students has also served to 
call attention to the (act that some students require relativel more 
expensive programs to approach e<^uality of educational oppor nity. 
Until the recent efforts of the National Educ^itional Finance Prnjprt, 
however » very little has been known with regard to the magnitude 
and nature of the cu»l ot providing educational programs tailored 
to meet the needs of specific t)rpes of students— stuaents who deviate 
from the average or normal child in mental physical or social char* 
acteristics to such an extent that they require a modification of school 
practices, or special edMcstlional services, in order to c(eve(op to their 
maximum capacity.^ 

As the concept of equality of educational opportunity has been ex- 
panded to require that every child be educated to the limits of his 
abilities, the development of special education programs has kept 
pace. Early programs for the deaf, the blind, the hard of hearing and 
the partially«sighted were developed in private schools many years 
ago. Recently, the programs have been supplemented in the public 
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schools oC tlie variou:^ states by c\tciisivc*flro}?rani (jlfeiiiiRS for the 
ethicable anil trainable mentally retarded, the orihopeilitally liandi- 
capped, the soeially anvl etnotionally tnaladjusted the intellectiinlly 
gilled, the speech haiulieapped. and lor sliidenls willi various types ol 
learning disabilities. Ami as these s|)ecial educational proj^^iams 
evolved and became defined aetordin}» to the dillering categories of 
exceptional children receiving special educational services, changes 
in the methods of delivering educaiiorial services also evolved so that 
today a broad array of educational delivery systems are used to pro- 
vide educational services to students with similar exceptionalities. 
Whereas traditionally the characteristics of the students were the 
primary criteria lor defining a special educational program, increas- 
nigly, the characteristics of the delivery system usecl to provide that 
program are being recognized as representing another crucial dimen* 
sion in defining special educational programs. 

If it is to be meaningful for financial planning purposes, any at> 
tempt to assess variations in educational program cost must consider 
not only the different ty|>es of exceptional cinldren for whom pro- 
grams are provided, but must also consider variations in the educa- 
tional services provided to those children. Furthermore, if the assess- 
ment of variations in eiUtcational program cost is to be of much use 
to those who make programmatic decisions, it must be related to evi- 
dence concerning the ellectiveness of the dillering progiam alterna- 
tives. 

Typically, school funds have l>een accounted for on a district-wide 
rather than on a 5chool-by-*ichool basis. Thus, if difierent delivery 
systems are used in different schools in a given district to provide edu- 
cation for the same category of exceptional children, it is extremely 
difficult to develop the data necessary to assess the variation in costs 
that are attributable to the tyjic of delivery system. Furthermore, only 
a small percentage of school districts maintain exj>enditure accounts 
which enable one to determine the cost of educational programs for 
a particular category of students defined in terms of either grade level 
or ty|xj of exceptionality. Hence, at the present time ii is exceedingly 
difiicidt to evaluate the financial inputs to the various educational 
programs provided in Americati schools. 

But if it is exceedingly dilhcnlt to evaluate the financial inputs, 
it is next to impssible to assess the program outputs which are nec- 
essary for any cost-benefit analysis of special educational programs. 
Until such tinu* as .school ilL^tricts manitaiti financial, personnel and 
pupil records on a yro^'ummatic b^sis, the assessment of variations 
In educational program costs will be an inexact and haptmnni affair. 
And tnitil such time as school districts develop meaningful measures 
of program ellectiveness, financial and program planning for educat- 
ing exceptional children will likewise be haphazard if not chaotic. 

PROCEDURES FOR ASSESSING VARIATIONS 
IN EDUCATIONAL PROGRAM COSTS 

The process of assessing the variations in custs associated with 
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(Utrcretit ty|Hfs ol ahir;ition;il pmorains in a gi%cu state consists ol 
jdcntilyitig the (lillcrciilialiHl ctliuational proi^rani slriictmc— iiicUui- 
in}»* the types of delivery systems lor which cost dillereiitials and cost 
imhVes are desircul. seletiin.n s inijilc ol school districts to be included 
in tlic study, collecting the data necessary tor computing the varia- 
tions in program rostSt developing program cost conligurations, and 
projecting potential program populations. Although the specific dc* 
tails of the process will vary from si ate to state depending ujxjn the 
availability and composition of the necessary data, and the program 
structure and delivery systems selected for analysis, the following gen* 
eral description of tlie procediue provides a composite overview oi 
the methods employed in several of the studies to date. 

Identification of Differentiated Educational Program Structure 

identification of the diiferentiatcd educational program structure 
to be analyzed is the fust step in the process and one with many hid- 
den pitfalls. The literatmc in the fiehl of s|X!cial education generally 
sup|x>rts a taxonomy of s|jecial education programs which includes 
programs for the intellectually gifted and for the intellectually liandi- 
cupped; programs for the speech handicapped, visually handicapped 
and auditorily handicappccl; programs for the orthopedically handi' 
cupped, programs for students with learning disabilities, programs for 
the emotionally disturbed and/or socially maladjusted, and in many 
cases programs for students with multiple handicaps. In addition, 
many of these categories are further subdivided. Thus, programs for 
the intellectually handicap{jed are often identified as being directed 
to the educable mentally retariled and the trainable mentally re- 
tarded, and programs lor the auditorily handicapped are identified 
as being directed to the hard of hearing or partially deaf and the deaf. 
Furthermore, tliese various pmgiams are provided at several levels of 
tlie educational system. 

Preschool programs are often categorized as early childhood s|)ecial 
education programs and kindergarten programs and at the secondary 
level occupational education progiams are often distingui.shed from 
regular educational programs. Table 1 illustrates a typology of edu- 
cational programs which provides a high level of detail. The use of 
such a tyjjology will, if the needed data are available, residt in a com^ 
preheiisive anti detaileil s(»f of cost dilferentials and cost indices whiHv 
coukl be very useful in the financial planning of an educational sys* 
tern. lint it should be noted that the i!ata vvi{Uivaucuis {io^ed by a 
detailed structine like that in Table 1 are very high indeed. In the 
first place, the adoption of a particular program structmc lias impli- 
cations for the si/e of the sample of school districts to be included in 
the study since each program nuist occur with sufficient incidence to 
enable meaningful conclusions to be drawn from the data. .Secondly, 
the usefidness of a particular program structure must be evaluatecl 
in terms of its consistency with the availal)ility and composition of 
the thila necessary to compute the cost dillerentials and indices. A 
third consideration relates to tiie use to which tlie resultant data are 
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to be put. The level of detail nercNsary for projecting costs for state 
support programs may be Mery different from that needed to evaluate 
the cost didercntials between various progium delivery systems. A final 
consideration is that the program slructinc which is adopted should 
be sufficiently detailed to identify l^i: meaningful distinctions between 
programs benig oitered in the in^, yet not so detailed as to create 
artificial distinctions which iiw mi evidenced in the progiam delivery 
systems. 
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I. Preschool Programs 

A. Early ChiUll oiKl special Education 
H. Kindergarten 



It. Klementary Programn 
A. Regular Program 

H. Programs for the Intellectually Gifted 

C. Programs for the Intellectually Handicapped 

1. Programs for the Educable Mentally Retarded 

2. Programs for the Trainable Mentally Retarded 

D. Programs for Students with Learning Disabilities 

E. Progri^ms for the Emotionally Disturbed an'! Socially Maladjusted 
P. Programs for the Speerh Handicapped 

G. Prmjvams for the Visually Handicapped 

1. Programs for the Partially Sighted 

2. Programs for the Blind 

H. Programs for the Auditorily Handicapped 

1. Program!} for the Hard of Hearing 

2. Programs for the Deaf 

I. Programs for the Orthopctlically Handicapped 

J. Programs toi* Students \^lth Multiple Handicaps 

i: I. Secondary Programs 

A. Regular Program 

B. Programs for the Intellectually Gifted 

C. Programs for the Intellectually Handicapped 

1. Programs for the Educable Mentally Retarded 

2. Programs for ttie Trainable Mentally Retarded 

D. Programs for StiuicntH with Learning Disabilities 

E. Programs for the Emotionally DisturbcHl and Sodaliy Maladjusted 

F. Programs for the Speech Handicapped 

G. Programs for the visually Handicapped 

1. Programs for the Partially Sighted 

2. Programs for tht Blind 

H. Programs for the Auditorily Handicapped 

1. Programs for the Hard of Hearing 

2. Programs for the Deaf 

I. Programs for the Orthopedlcally Handicapped 
J. Programs for Students with Multiple Hanclicaps 
K. Occupational Education Programs 
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Identification of Differentiated Proffram Delivery Systems 

The second step in the process of as^ \ng variations in educa 
tional profi;ram costs is identiHcatioii of the alternative delivery sys- 
tems which may be employed to provide the ^>rograms under consid- 
eration. Althoii({h this step is often not explicitly considered in prac- 
tice, the magnitude of the diflcrentials in educational cost are niex- 
tricably linked to the iy\>t of delivery system used in providing the 
various educational programs. Table 2 presents a typolo^ of defivery 
system*- ^rr educational progi'ams which includes delivery systems 
basec'. upoi; regular classroom organization, si^ecial classroom organi- 
/atior, special day schools, residential schools, and homebound or hos- 
pitalized Instructional systems. Delivery systems based upon regular 
classroom organization are those in which the exceptional child is 
''niainstren ned/' i.e.» spends all or a major portion of the school day 
in a regular classroom Variations on this ilieme include the regular 
classroom itself where regular students receive instruction and no 
special educational services are provided for the exceptional child; 
regular classrooms with special consultants where the regular class- 
room teacher is provided with consultative support concerning the 
teaching of exceptional children in the classroom; regular classrooms 
with itinerant teachers where the exceptiotial children in the regular 
classroom receive a ix>rtion of their instruction from an itinerant spe- 
cial teacher; and regular classrooms with a resource room where the 
exceptional child spends a portion of his or her day receiving instruc- 
tion from a special education teacher in a specially equippeclresource 
room. The special classroom organizational pattern can be subdivided 
into two types-the full-time segregated special education classroom 
and the part-time classroom where the exceptional child spends the 
major oortion of his or her day in the special classroom but attends 
•'specials" such as art and music with regular children. 

The conclusion that an educational program directed toward chil- 
dren with special educational rec]uirements varies in cost from the 
regular educational program provided at a given school is based upon 

TAm r. 2 

TvwmcY OF Educationai. Program Dfuvkry Svstkms 



I. Regular Classroom OrganUation 
A. Regular ClaMroom 

0. Regular ClaMroom wUh Special CoiiHullant 

C. Regular Classroom with Itinerant Teacher 

D. Regular Classroom with Resource Room 

It. Special Classroom Organisation 
A. Part •Time Special Education 
U. FulM'imc Special Education 

III. Special Day School 

IV. Residential School 

V. Homebound or Hospitaliied 
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the assumpiioii of tliflc^rins ilclivcry systems lor the iliflering programs. 
Thus, by explicitly coiisicleriiiK the ty|)es of delivery systems used in 
special eihicalion |)ro>»raius when tlesiKnin}» a stmly, the meaninj^tul- 
ness ol the cost dillerentials and cost indices obtained can be substan- 
tially enhanced. Instead of obtainin}» a composite cost iliilereutial 
based on ii mix of ilelivery systems for a given special education pio- 
grani. discrete tlilferentials for various delivery systems for a given 
special education program can be obtaineil-thereby greatly expaml- 
ing the lUility of the study as a financial planning tool. Again it must 
be noted that ihe ilegree of tletail adopted in the typology of ileliveiy 
systems imposes requirements on the data collection i)hase of the study 
which can be very high anil, as with the educational program struc- 
ture, a balance based upon the particular needs of those who will uti- 
lize the results of the stuily shoidd be sought. Ideally, an educational 
program structure can be ilevelopeil which reflects the discrete pro- 
gram delivery .systems and which is not so detailed as to be unman- 
ageable. 

Selection of School Districts 

The third step in the pro(;ess of as.scssing variations in educational 
program costs is to select a representative sample of school districts 
which reflect those educational program attribmes tluK are considered 
important. The size of the sample of school districts must be sufTiciently 
large so as to include all of the educational programs and delivery 
systems which have been incliuled in the program structure with suf- 
ficient frequency to permit meaningful conclusions to be drawn. The 
sample should be comnoseil of school districts which orovide kinder- 
garten and regular educational programs of acceptable (quality for 
grades 1-12 and likewise provide acceptable special educational offer- 
ings. The sample shoidtl also be structured .so as to reflect the social, 
economic and demographic characteristics of the state and its geo- 
graphical diversity. 

Assessment of Variations in Educational Program Costs 

The fourth step in the assessment of variations in educational pro- 
gram costs is collection of the data and computation of the cost differ- 
entials and cost indices. The first item of data which must be collected 
for the stntly is the full-time etiuivaleiu student enrollment in each 
educational program in each school district by grade level. Average 
daily membership is preferable to average daily attendance in devel- 
oping fidl-time equivalent enrollment data since the planning of edu- 
cational programs shoidd generally.be based upon the nmnl)er of diil^ 
dren enrolled in the schools, tiot upon the exigencies of attendance 
patterns. Students in part-time programs such as a hall day kinder*^ 
garten class must be converted to fidl*tinie etpiivalencles for cvimpn- 
tutional pinposes. 

The second il'Mn of data which must be collected for the study is 
the curretu expenditure for each educational program in each school 
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district by grade level. Since most school districts do not niaititaiii ac- 
counting records \u\svi\ on educational program structures, dus step 
usually recpiires that current expenditines he allocated U) programs 
and graile levels within the school disirici. X'arious lules can he used 
to allocate dillerent categories ol expenditures to program and grade 
level depending upon the availahility ol supporting data and the 
accuracy desired in the (inal results. For instance, il records show 
which stiulcuts are transported and the distance each student is trans* 
)orie(L transportation costs can he allocatetl accurately to programs 
jy calcidating the transportation mileage lor students in a particular 
educational program as a percentage ol the total transportation mile- 
age for all students in the school district. Many categories of expen* 
diture may he assumed to apply ecpially to each student regardles. ol 
the educational program thev are receivingc mdess evidence to the 
contrary is providecl. Instructional costs rcjjresent the largest single 
category of expenditure which inlluencc cost dillerentials and cost in- 
dices and the allocation of instructional costs is a primary determinant 
of the final results. The number of full-time equivalent teachers in 
a sfxicial cu'ication program as a perce.nage of the total luimbcr of 
full-time eijuivalent teaching stall is one method which has been used 
to allocate nistructional costs among programs. If this is done» it must 
be remembered that the type of delivery system employed will allect 
the fulkime eipiivalency of the teaching stall in a particular urogram. 
hot instance^ in the situation where a program for the educable men- 
tally retarded is delivered through the use of a regular classroom with 
an itinerant teacher, the lull-time eqiuvalent teaching stalf serving the 
educable mentally retarded inclutles not only the itinerant teacher, 
but also that portion of the regular teacher which represents the per- 
centage of students hi the regular classroom who are educably men* 
tally retarded. Thus, for a teacher with a class of twenty-five students, 
of which five are EMR\s, 20 percent of the regular teacher's time would 
he allocated to the special program for educable mentally retarded 
students and 80 percent of the teacher's time would be allocated to 
the regular program. 

Aftei' current expenditmes have been allocated to programs and 
grade levels, the cost per student by program within grade level is cal* 
cnlated by dividing the total program cost by the number of full* 
time e(|uivalent students in the program. The dilFerence between the 
regular program cost |jer student and the special program cost per 
student represents the cost diilerential for the special program. The 
cost index is computed by dividing the s|>ecial piogram cost per stu- 
dent by the regular program cost |ht student. Table 3 illustrates the 
variations in educational program costs for educable mentally retanled 
elementary school students and regular students in six school dis* 
tricts. District C has the highest special program cost pei student of 
$lcl.^)2 and also the largest cost diilerential of .S.j28. Tlie resulting cost 
index is 1.8j. District H has the lowest special program cost per stu- 
dent but, since it al.so has the lowest regular program cost pei* student, 
its cost dilfereutial and cost index are higher than District y\'s. Note 
that District A and District 1) have special program costs wliich are 
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almost identical but, because ol the great dilFeience in their regular 
program costs, the cost dillerential and cost index of District A are 
the lowest ol the six districts whereas District D has a cost index higher 
than any other district with the exception ol District C, The mean 
special program cost per stutlent is $957 and the mean regular program 
cost per student is §570. The mean cost dillerential is $386 and the 
mean cost index is 1.G9 for the six school districts. 

Variations in b'.iiiJCArioNAL Pkoc.kam Cosis 

Com I'HR I'M.I.' I'IMK EQUIVAI.FNT Kl.tMKNIARV SiUWUSr in SI'FCIAL EODCAnON 
pRO(iRAMS FOR TUK KdUCAWLK MF.NTAI.LV RKIARDFI) 



District 


Special 
Program Cost 
Per Pupil 


Program Cost 
Per Pupil 


Cost 
Differential 


Cost 
tndfx 


A 
H 

c: 
n 
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847 
999 

Loot) 


.$600 
460 
624 
476 
572 
690 


$251 

m 

528 
H71 
427 
406 


1.42 
1,73 
1.85 
1.7H 
1.75 
1,50 


High 
Low 


C 
B 


F 
B 


C 
A 


C 
A 


Mean 


957 


570 


386 


1,69 



Assessment of Program Cost Configurations 

Examination of the differences in cost configurations of special 
educational programs is the next step in the process of assessing varia- 
tions in etlucational program costs. By comparing the regular and 
special program cost per pupil l^y category of expenditure for the 
lowest, the mean, and the highest cost school districts, the sources of 
cost variations can be analyzed. 

Table 4 presents the program cost configuration for elementary 
special educational programs for the educable mentally retarded for 
the districts whose cost differentials and cost indices were described in 
Table 3. The cost indices shown in Table 4 are based upon the 
regular program cost for each particular category of exi>enmture in 
the school district under consideration. The highest cost school dls* 
trict spent considerably more for administration of its EMR program 
than for its regular program-3.44 times as much in fact-yet it spent 
less on the administration of its EMR nrogiam than did the lowest 
cost district-.536 as opposed to S40. The highest cost district spent 
S7H1 per pupil lor teachers salaries for its EMR staff, which is 2.71 
times the cost per pupil for its regular staff. The lowest cost district 
sjKjnt only $320 per EMR pupil lor teachers* salaries, which is 1.58 
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times the cost ijcr regular pupil for teaching staff salaries. The cost 
per EMR pupil for operation and maintenance of plant was $107 in 
the highest tost district, or 3.13 times the cost for its regular progiani; 
in the lowest cost district the cost was $51, or 1.50 times the regular 
per pupil cost. The highest cost district appears to have concentrated 
a large portion of its costs in teachers* salaries and operation and main- 
tenance of plant; the cost indices indicate these to be the areas where 
the EMR program differs most from the regular program. The highest 
cost district, therefore, evidently uses a delivery system for its EMR 
urogram which is characterized by a low teacher/ pupil ratio and thus 
las relatively few pupils in a given classroom compared witli the regu- 
ar program organization. The lowest cost district apparently used a 
delivery system not radically different from that used in the regular 
classroom -possibly a regular classroom with a special consultant. 
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Kxt'KNhniitUf BV FuNtrnoN for Ki.kmkmarv . Kducation 
Programs for thk Educahle Mkniai.i.\ ^ • rARDRo 



School District 

Hi ghest ^ ^ Mean ] Lox vest 

Expenditure 'tost/ Cost Cost/ Cost Cost7 CosT 

Category Pupil Index Pupil Index Pupil Index 



Managetnctn 














Administration 


S 8G 


3.41 


$ 31 


i.:to 


i 40 


1.60 


Clerical k Secretarial 


9 


1.80 


18 


Loo 


34 


1.36 


Instruction 














Teachers 


781 


2.71 


598 


1.25 


320 


1.53 


Teacher Aides 


15 


1.32 


17 


1.67 


7 


1.21 


Instructional Support 
Supplies & Equipment 














18 


2m 


15 


1.09 


20 


l.ll 


Guidance & Counseling 


18 


2.25 


9 


1.00 


8 


3.58 


Other 


41 


18.18 


19 


1.46 


59 


9.28 


Institutional Operations 














Operation 














Maintenance 


107 


3.13 


141 


2.94 


54 


1.50 


Fringe Benefits 
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Projection of Potential Target Populations 

The final step in the stmly ol variations in cilucational program 
rosls consists of projalini» llic potential tar<»ol populations Uy area oi 
cxteptionaliiy thereby enabling Inline cost projections to be made. 
If the cost siiuly is to he irsecl lor developing cost estimates lor state 
siipprt programs for special edncation. the projection of potential 
target |K)piilalions, taking into consideration the increasing emphasis 
on early iilentificalion and treatment of exceptional children, will pro- 
vide the data necessary lor assessing future revenue recpiirements. 

COST DIFFERENTIALS AND COST INDICES FOR 
SPECIAL EDUCATIONAL PROGRAMS 

Cost dillcrentials and cost indices for special education programs 
were compiled in the pioneering elfort of the National Educational 
Kinance Project and in several more recent studies undertaken by 
various stales. Because of the dilficulties inherent in obtaining ex- 
l>enditure data organized by educational program and type of deliv- 
ery system, in the more recent ellorts in the states it has generally been 
necessary to resort to procedures for allocating expenditures which 
are not comparable to those used in the national project. The Na- 
tional Educational Finance Project research foimd that all components 
of ex|K!nditure contributed to the cost dillerentials in progiams for 
exceptional children with the exception of clerical and secretarial serv- 
ices and expenditures for food services. The generally less detailed 
systems for allocating expenditures in the state studies probably u\> 
derstate the true cost dillerentials and cost indices. For instance, in 
the state studies the allocation of expenditures for the operation and 
maintenance of plant is often made on the basis of the total student 
|K)pulation assuming all students occupy an cupral aniomit of space, 
whereas die NEFP research allocated operation ami maintenance of 
plant on the basis of actual allocations of space to special educational 
programs. 

rhe National Educational Finance Project's stud) of cost differ- 
entials in educational programs lor exceptional children utilized a 
national sample of districts selected as being exemplary in their pro- 
grannning and which probably represented districts with among the 
highest per pupil expenditures for special educational programs in 
the state. rhus» the dilference In samples also serves to undermine the 
comparability of the state and national stiulies. 

The National Educational Finance Project used a comijosite regu- 
lar program cost which included both the elementary and secondary 
levels as the base lor determining cost diircieiitials and cost indices. 
Several of the state studies have related elementary special education 
program costs to elementary regular program cost and secondary s|3e- 
cial education program costs to secondary regular program cost. Still 
other stale studies have related special education progtam costs re- 
gardless of level to the elementary regular program cost. Furthermore, 
the educational levels used were generally not comparable. In one 
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state stutly the elementary Rrades were defined as K-6 while another 
defined them as 1-8 and a tin'rd as l-(). The secondary level was vari- 
<Misly defined as 7-lIi. !MU and as 10-12 in a state where a miiUlle level 
of 7-9 was included. 

Another area ol irjconiparaiiility in the varions studies comlncted 
to date coiicerns the ilefinnions ol special eilncational programs and 
the exceptionalities inclnded. 'V\w stndies also examined different 
school years :nul reflect differences in tiie cost oi hiring associated with 
the different geographical areas tiiey represent and the diffeient years 
in whicii they were coniiiicted. Keeping in mind these differences, some 
of the findings of these studies are sunnnari/ed in Table 5. 

Regular Educational Program 

The National Kducational Finance Project study computed the 
regular educational program cost to incluile both the elementary and 
secondary graile levels. The mean regular program cost per pupil 
was 3092 and the cost langed from a low of $468 tier pupil to a high 
of $1,193 jier pupil. The state stndies generally have found regular 
program costs slightly lower than those found in the NEFP study. 

Programs for the Intellectually Gifted 

The NEFP founil a mean cost index of 1.16 for programs for the 
intellectually giftcil while the only state study which included pro- 
grams for gifted pupils found a niean cost index of 1.88 for elementary 
gifted progranjs anil 1.49 for seconilary gifted programs. 

Programs for the Educable Mentally Retarded 

A mean cost index of 1.92 was found in the national study with 
a low index of 1.14 and a high index of .1.21 for educable mentally 
retarded piogianis. The state stndies leported niean iiulices of 1.48 
for elementary (K-6) and 1.68 for elementary (1-8) educable mentally 
retarded programs while the seconilary indices were l..'{5 and 1.49, 
respectively. 

Programs for the Trainable Mentally Retarded 

The NKFP reijorted cost indices ranging from a low of 1.18 to a 
high of .1.62 and a mean of 2.20 for trainable nientally retarded pro- 
grams whereas the state studies reported indices of 1.66 for elemen- 
tary (K-6). 1.73 for elementary (1-8), 1.24 for secondary (7-12), and 
1.48 for secondary (9-12). i \ /' 

Programs for Students with Learning Disabilities 

Programs for students with learning disabilities were reix)rteil to 
have cost indices of 2..41 for elementary (K-6), 1.52 for elementary 
(1-8), and 2.2.5 for secondary (7-12) by the state studies. {The econd- 
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ary r9-12| differential Avas not Incliided in any study.) The cost indi- 
ces found by tlie NEFP were 2.50 for the mean, 1.40 for the low and 
5.20 for the tiigh. 

Programs for the Socially and Emotionally Maladjusted 

The NEFP study reported cost indices ranging from a low of 1.58 
to a high of 11.64 and with a mean of 3.70 for programs for emotion- 
ally disturbed students. The state studies found indices of 1.97 for 
elementary (K-6), 1.60 for elementary (1-8), 1.96 for secondary (7-12) 
and 1.35 for secondary (9-12) for socially and emotionally maladjusted 
students. 

Programs for the Speech Handicapped 

Cost indices for sjieech programs of 1.62 for elementary (1-8) and 
1.91 for secondary (9-12) were reijorted by one state, while another 
state reported indices of 1.36 for elementary (1-6), 1.52 for middle 
(7-9) and 1.57 for secondary (10-12) using the regular elementary pro- 
gram as the base for all three indices. The National Educational Fi- 
nance Project found itulices of 1.09 for the low 2.12 for the high and 
1.25 for the mean. 



Programs for the Visually Handicapped 

Visually handicapped programs had cost indices of 1.83 and 1.79 
for elementary (K-6) and (7-12), resijectively, and 2.48 and 1.70 for 
the comparable secondary progi ams in the state studies while a mean 
cost index of 3.48, a high index of 11.45 and a low index of 1.05 were 
found in the National Educational Finance Project study. 

Programs for the Auditorily Handicapped 

The national study found cost indices of 3.15 fur the mean, IM 
for the low and 5.88 for the high in piogianis for the auditorily han- 
dicapped. One state study found a mean cost index of 3.03 for ele- 
mentary (K-6) hard of hearing programs and 3.05 for secondary (7-12) 
hard of hearing programs. A second state study found cost indices of 
1.65 for deaf and 1.62 for hard of hearing programs at the elementary 
(1-8) level and 1.22 for deaf and 1.25 for bard of hearing at the sec- 
ondary (9-12) level. 

Programs for the Orthopedically Handicapped 

The national project found tlio mean cost index for orthopedically 
hanilicapi>ed programs to be 3.2G with a range from a low of 1.52 to 
a high ol 4.61. The state studies found indices of 1.75 for elementary 
(K-6), 1.54 for elementary (1-8) and 1.33 for secondary (7-12). The 
state studies did not inchidc an orthopedically handicapped nrogram 
at the secondary (912) level. 
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Programs for the Multiple Handicapped 

'I hc NKFP louiul ii moiiu cost index of 2M for multiple liancli- 
cappc'il niograiiis with a low imU'x of \.W ami a hi^li iii<lcx of 3.81). 
Only one state study intliidcd uudtiplc liamlitapped programs and 
that was only at the elementary level where a cost index of 1.65 was 
found. 

Special Educational Programs 

Several state studies calculated cost indices for special educational 
prosrams geneiallv without distinguishing the indices lor each of the 
programs included. One state foiniil cost indices of 1.71 lor elementary 
(k-G) and l..')! for secondary (7-12). Another state found indices ol 
1.76 for elementary (1-8) and 1.80 for secondary (9-12). A third state 
found elementary (1-6) sjjecial educational programs to have a mean 
cost index of 2.21, middle (7-'.)) special educational programs to have 
a mean cost index of 2M) and secondary (10-12) special educational 
programs to have a mean cost index of 2.71 using the regular elemen- 
tary program as the base lor all three indices. A fom th state study 
found an index of l.«« for all sjKcial educational programs using the 
cost of the regular elementary program as the base. 

Occupational Educational Programs 

Cost imliris of l.fiO for secondary (7-12) and l.!)!) for secondary 
(9-12) were found in two state stuilies. The NEFP did not include cost 
indices lor occupational programs. A third state study found a cost 
imlex of 1.60 liased on tlie cost of the regular elementary program. 

THE APPLICATION OF COST INDICES 

Cionsiderablc misunderstanding exists with regard to the applica- 
tion of cost indices in planning lor the financing of educational pro- 
grams. Cost iuiliccs arc most appropriately used lor state wide planinng 
purposes. The availal)ality of accurate cost indices lor the state as a 
whole should permit ntore accurate estimates of the amount of reve- 
nue needed to provide adecpiately lor the special educational needs 
of all pupils. It must be em))hasi/ed, however, that an avetagc is just 
that. Approximately one-half of the school districts in the state will 
be spending more than tlie state-wide average and the reniainiuf^ one- 
half will be sijcnding less. It is clear that using tlie average cost index 
for all educational programs, state-wide, as a liasis for allocating funds 
to individual disuicts will not iiece.ssarily proviile adequately lor the 
specific educational needs of pujjils in those districts. Even using the 
average cost index for a particular eilucational program state-wide as 
a liasis for allocating funds confronts tlie same problem. 

A second limitation of cost indices lies in the fact that they reflect 
current educational practice. The cost indices developed in most stud- 
ies in no way reflect the efficacy or efficiency of the educational pro- 
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grams uijon which the cost indices are based. Thus, cost indices typi- 
cally reflect what is currently being done rather than what could be 
or what should be done in the way ot educational programming. 

A third limitation is closely related to the second. Co;it indices 
show the relative cost of educating pupils in sfiecial programs com- 
pared with the cost of educating pupils in regular progi\ims. They 
provide no information as to how wisely and how efficiently funds 
are being expended tor either regular or special educational programs. 
A particular special education program may be offered to euual num- 
bers of students, provide the same educational services and cost the 
same amount per pupil in two school districts where the regular or 
base educational programs differ in efficiency and effectiveness. As a 
result, the cost indices for the sj^cial educational program may vary' 
widely. This points to the need for a well developed, carefully moni-' 
tored evaluation of all educational progiams based upon the desired 
outcomes if cost indices are to be interpreted properly. 

Finally, it should be noted that for a variety of reasons, costs will 
differ between districts for identical }jrograms. For example, in some 
districts, the cost of transporting pupils involved in special programs 
will be much greater than in other districts. A very important factor 
in determining the relative cost of educational programs is the pupil/ 
teacher ratio. Some districts will have too few pupils to operate a 
program at maximum efficiency, but pupils who five in such districts 
certainly should not be denied access to the educational programs 
they need simply because there arc not enough of them to operate a 
class at maximum efficiency. Differences in salaries and in the cost of 
educational supplies and materials will be found between districts 
and these differences also will be reflected in the educational program 
costs. 

While educational cost indices and cost differentials provide a 
valuable planning tool, we wish to point out their limitadons and to 
emphasize the importance of securing the most detailed information 
concerning progiam inputs and their relationship to program effec- 
tiveness and efficiency in order that planning decisions will be based 
on a full appreciation of the implications of the supporting evidence. 

rooiNOTEs 
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Educational Personnel: 
Supply and Demand 

The Teacher Case Under Oligopoly 

James A. Ha^-k 

Assistant Professor of Educational Administration* University ol New Mexico. 

In the past few years 1 have had the opportunity to again consider 
some of my undergraduate training in economics. Not so much in 
the classical* neo-classical and Keyncsian sense (or non-sense) of those 
earlier days» but more the writings of Becker,^ Schultz,^ Hansen,^ 
Weisbrod»^ Bowman-' and others relating to both the aualitative and 
quantitative aspects of investment in human capital (epucation). And* 
I might add» I fi:ul those notions most attractive primaril)^ because 
they deal with |)eople, and people development— which is a significant 
conceptual leap from the classical concept that the marginal produc- 
tivity of labor equals one. However* the purpose here today is neither 
to explore Balrgh and Streeten*s treatment of the Cobb-Douglas pro* 
duction function^ and their accounting for the unaccounted factors 
relating it to the Gross National Product* nor to assess Bowles* linear 
progrnnimhig model for the echicational sector.^ I do feel that the 
Arrow-Capron model explaining tlie market dynamics of the scientist- 
engineer shortage^ of another decade does have some relevance to our 
purpose of exploring the supply-demand relationships for educational 
fx^rsonnel* as to some of the more esoteric neo-classical notions ot 
yesterday. 

First* I shall briefly describe the Arrow-Caproii model and provide 
a limited critique of its constructs as they may or may not apply to 
our purpose. Second* I would like to explore other framework for 
assessing the supply-demand relationships for educational personnel 
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which may prove fruitful to our understanding of tlie dynamics ol 
those rehitionshijjs. And finally, I would like to suggest several topics 
for our consideration relative to what the future might hold for both 
our professional liiring practices wiiliin scliool districts and our 
teacher-training practices at colleges and uuiversities. 

Now, witli that introduction and my having displayed my erudi- 
tion with the contemporary literature on the economics of education, 
and concomitatuly punching again my ncademic union card, let me 
auspiuite the presentation by suggesting tliat we view what follows 
as a series of pn//les. And further, that we focus our tliinkin^ upon 
a few attempts to piece together a somewliat clearer picture of a por- 
tion of that reality which projects the conditions of supply and de- 
mand for public school teachers. 

A time-honored technique employed by men to relate to cacli 
other either abstract or quasi-abstract notions has been to argue from 
analogy (in literature class we called it a metaphor and in Sunday 
scliool class we called it a parable). Those who select to employ this 
technique take care in developing the analogy such that little or noth- 
ing is lost in the translation from analogy to reality. With that cau- 
tion in mind then, let us proceed to review the Arrow-Capron model 
for purposes of analogy. 

THE ENGINEER-SCIENTIST SUPPLY & DEMAND PUZZLE 

First, let us 'establish the conditions which precipitated the Arrow- 
Capron analysis. Based upon data from the blank and Stigler study 
of The Supply and Demand of Scientific Personnel^ and the Beste^" 
case study of the chemical industry, vVrrow and Capron sought to ex- 
plain tlie dynamics of the siqiply-demand relationship and the asso- 
ciated "shortage" of the trained engineer-scientist ix)pulation in the 
United States during the I950*s. 

Drawing primarily from Marshallian analysis of the equilibrating 
process, the model builders first assumed stability oi the market mech- 
anism and postulated that (in the classical sense) the shortage ol> 
served during the equilibrating process is transitory and tends to dis* 
appear as the price approaches equilibrium. That is to say, as in Fig- 
ure 1, if pi represents the average salary of the scientist-engineer pro- 
fession then q, is the number of trained individuals who will be 
available for employment. However, the market demands q2 number 
of individuals at price pi and therefore the industry is experiencing 
a shortage of trained individuals in the amount of iu minus qi. The 
obvious shortM un equilibriimi average salary is P and the price differ- 
ential of P — pi is the causative factor of the shortage and market 
forces then operate to pressiue' average salary pj toward P. However, 
they hasten to add that if the demand curve is steadily shifting upward 
at the same time that a shortage in supply exists, then the short supply 
will persist and the price will continue to rise. 

Tlie latter condition is presented in Figure 2 where Di represents 
the original demand curve for engineers and represents the new 
demand arising from changes in external conditions. The equilibrium 
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Fi(;urc 1 

Supply ami pymaiul for Scientists-EngiuetTS (Ariow-Capjon) 

position attained tliiougli niaiket forces in Figuie 1 is now a position 
of short supply in Figuie 2. Arrow and Capron suggest that this con- 
dition will also be actomniodated through market forces as salaries arc 
adjusted to attract more individuals to enter the field. And, they seem 
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Figure 2 

Incr«as(t in Demand for Scientists-Engineer-. (Arrow-Caproii) 
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to be aware ol the tniiiiim; tinic-liiK constnunijig that adjustment as 
tlicy proccei' to iiioilol th.e tlyuimiic shortages and price rises as [unc- 
tions ol the c onciiit's of supply and .demaiul. 

I sliall not |.rcvail upon your patience hy reviewitig the calculus 
of the ArrowCapron model but ihey are essentially computing the 
magnitutle ol the tlynaniic sliortage as functions of: 

(1) tbc TTite «t M\cvcA«t M\ demand, 

(2) the reaction speed ol the market, ;nul 

(3) the elasticity of supply antl tlemand. 

Kijjally, their argujnent is tliat the interactiojj ol risijig demand willi 
price movenu'uts. which tlo not ijistantancoiisly e(iuate supply and 
tlemaml, proviiles a plausible interpretati jji ol the scientist-engmeer 
shortage ol the llloO's. 

CRITIQUE: VIS-A-VIS THE EDUCATION PUZZLE 

1 find the Arrow-C;apron model most attractive for its simplicity. 
Atul, if tiiev were to look at jnore cojitcjnporary tlan I wonder if the 
motlel would acconnnotlate the oversupply of etigitjeers in the space 
industry residtiiig Irom N.A.S.A. prograjn cutbacks and the cancella- 
tion of the S.S.T. Certaijily tiiey roidtl test the contrary case but I 
siistject tlemantl elasticity would jiot highly correlate to price. 

1 do feel that thf' motlel may have sonr; applicatioji to the snpply- 
denunid relation .ps experienced wilhiii the education industry. 
However, 1 do no: feel that we caw accept the moilel as it exi.sts be- 
cause of the com|x;titive market a.ssumptioji u\)Q\\ whicii the model 
is based. If we consiiler inter-.school district contpetitioji for teachers 
then we may give more wei??!u to the pricing fujictioji. lJut, if we are 
consiilerijig the whole ijulustry, as the motlel does, then 1 feel we 
have to look for atiother motlel sijice we cannot meet the assumption 
that ijidustry prices (.salaries) are a function of the comiietitive mar- 
ket. The etlucatioji industry simply luis too nnujy individuals prtivid- 
ing .second or .supplementary family incomes on a job that follows 
their childrcji s sciiotil calcjidar; atul lor t!m.se rea.sojis alone we can- 
not assmrte intlivithial job c!u)ice to be a ftuiction of price. 

Anil too, as Arrow ajul 'Japroji point tnit. the price-mechatusm 
camjot lie cxijccted tt) functioji if itideetl there is external interference 
witii the mt'diainsm, i.e., if prices are controlled. 1 wouUl .suggest that 
in tlie education industry tliat is ex.icily what jjappetis atitl thus accen- 
tuates my concerjj for a dilleretit set of assumptions to prccetle supply- 
demand analysis. 

THE EDUCATION INDUSTRY PUZZLE 

It is a coinmt)!! practice atnong those who piece together picture 
iniz/les to first asscjnble the edge pieces, and iieginning witl\ the four 
corners to cotnplete llie perimeter atid tlieti attempt to fill-iji the cen- 
ter tinougli color antl pattern ili.scriminations. I ttio began this pu//le 
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ol supply-cleniaiul relationships by looking for edge-pieces, i.e., what 
econometric model or IVamework might I use to overlay the data. The 
most obvious solution secmeil to be the Arrow-Capron model so I 
. j>rocceded to iletcrmi^,e what ilata I uuKht use to explicate the model 
for our purposes. However, alter assembling numerous NEA Research 
Bulletins and other data-laden publications, 1 reviewed the Arrow- 
Capron model onl) to discover tlie weakness of their assumptions for 
our purposes as outtme^C Tiiywt. Therefore, 1 .ci out to employ the 
Gestalt approach to pu/yJe building, i.e., look t. r whole relationships 
among the pieces. (1 think that process is what my intermediate sta- 
tistics professor once called the "bi-optic traiuna analysis**-the data 
hits one between the eyes.) 




reachcr Educalioii (;radiiiUes as a Perteiu of Now Teachers Employctl 

in .Selecte<l States 
Source: Teacher Supply and Demand in Public Schools. 1972. 
NEA Research Report I972*R8. 

One of the more direct approaches to assessing market conditions 
lor a product is to deterinitie how well the procluct is moving--that 
is in our case, to what extent are college giaduates holding teaching 



certificates gainfully employed within the education industry. F'gure 3 
represents the data from a 1972 NEA study on "Teacher Supply and 
Demand in Public Schools." liy establishing demand as 100% deter- 
mined need (as reported by school districts) and then plotting the 
teacher education graduates as a percent of new teachers employed 
one is immediately confronted by two facts. First, there has never 
been a shortage of secondary teachers for the years reported. That 
fact is readily mediated when one remembers that the graphs repre- 
sent aggregated data. A closer inspection of the data reveals that we 
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have consistently over produced secondary teachers of agricuhure, an. 
biology, physical education, and social studies, among others, while 
a sliort supply is evidenced tor some years in the areas of chemistry, 
mathematics, library science and a tew others. Cmrently our deficient 
supply seems to be in the areas of mathematics and special education 
although not critically so. .... 

The second obvious fact illustrated by tlie grapli is that about 1370 
the elementary teaclier supply-demand relationship was equilibrated. 
Again, tliis does not me.in some districts were not experiencing un- 
filled positions, but that industry-wide the supply was and continues 
to be sufficient to fulfill demand. This relationship is further demon- 
strated in Figure 4 which depicts the long-run supply and demand for 
elementary teachers. Note that until 1970 the demand curve was iii>- 
ward sloping and almost paralleled the supply cui-ve. However, we 
are not relating supply and demand to price at tliis juncture so one 
must be careful not to read more into Figure 4 than it represents. 




Figure 4 

Long-run Supply anil Dcmanil for F.lemcntury I'ciirhm 

Now one may expect that even the NEA would report an over- 
supply of teachers when confronted witli their own data. Not so, they 
proceed to rationalize whnt ihey call the Quality Criterion and duti- 
fully calculate a dubious statistic demonstrating not an oversupply, 
but a demand for almost one-million more teachers. Let me hasten to 
add that 1 find no tpnirrel with their reducing the pupil-teacher ratio 
from 34:1 to 24:1 at the elementary level and a similar reduction for 
the secondary level. I'm not sure how that relates to (juality but I can 
agree that it would increase the demand for teadien* 
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THE INDIFFERENCE CURVE PUZZLE 

Altlioiiftli 1 liavc no evidence of viile-spread piiuticcs ol a pupil- 
icadicr raiio ol I icel tliat imisiii}» iliu iiuniis ol' pupil-teaclier 

ratios is l>t7ottcl the scope ol tliis discussion. We must lioweveit note 
that the pupil-teaclier ratio is one ol tlie trade-oils local school boards 
make, among otiiers, wlien faced with increased demands for teacher 
salaries. 1 do think tliat fruitful vescAYch covUd he done to determine 
\1\tj extent to wliich teacher positions are traded, both individuaUy and 
simidtaneously, against pupil-teacher ratios and so called para^profcs* 
sionnls. 1 would further suggest the indiilerence map model may be 
an appropriate framework for that analysis. Although 1 had hoped 
to provide some data relative to that important dimension of our 
topic, time jrohil>ited my inquiry. 

K.s.sential y. the model is a set of indifference curves that, taken 
over time, allows one to determine the substitution propensities asso- 
ciated with various decisions to employ public school teachers. I would 
further suggest that lor a primer on tliis subject one consult tl <; ap- 
pendices of Benson's earlier edition*^ and advance to Allen*- for the 
com^nitational aspects. Because I have not prepared data for your 
consideration relative lo indiilerence mapping I shall nut explore its 
structural aspects further but turn to another puzzle for yom* consid*- 
cratton. 

THE OLIGOPOLY-OLIGOPSONY PUZZLE 

Leftwich^'^ lias clearly articulated tinee classifications of oligopolist 
tic indu.strie.s. Tliose classifications include: 

Class 1: Organized, collusive oligopoly, 

(Mass II: Unorganized, collusive oligopoly, and 

(ilass III: Unoigani/ed, noncollusive oligopoly. 

I shall not review tite luulerlying assiunptions of each class l)Ut 
will ptoceed hy suggesting tliat tlie assiunptions of (Uass 111 seem to 
correlate liigldy to tlie modus opcmndi of the educational industry 
and its Hrnis, the local private and pul)lic scliool districts. 

Oligopoly descrihes those market situations in which tliere are few 
enougli sellers of a particular product, such tliat the activities of one 
seller are of sulficiettt importance to other .sellers. Although it may 
WA have heeu true in the past ceutiuy, 1 think we liave suilicient evi- 
dence to suggest iltat public elemrnrary and secondary education dom- 
inates the field today. , 

I'he assumptions ol the Class III oligopoly are: 

(1) The industry is unorganized and noncollusive. Tliat sim- 
ply means tliere are no formal cartel-like arrangements as 
(Uie woidd expect in (ilass I. Hiis designation does not 
deny the National or .State School Boards Associations be- 
cause they do not traush r management decisions and fiuic- 
tions of tlieir individual tlistricts to,.the-central association. 
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Although I am paralleliuR the public sector to the private 
sector, I see no leasori for tiot developing a Class IV which 
would accommodate professional associations and thus be- 
come an organized, noncoltlusivc class of oligopoly. 
(2) Independent action of dividual firms (school districts) 
is cliaracteristic. I rhink >ve have suificient evidence of pro- 
gtam and |x)licy differentiation between sciaool districts to 
acf:ept ibk ussumptiott mttouc explication. 

Given the alK)ve definition and assumptions, I would further sug- 
gest that the education industry is that special case of Class III oli* 
gopoly characterized by price* rigidity. Therefore, die industry must 
mtet the following assumptions:^^ 

(1) The industry is a mature one, either with or without 
prmhtct differentiation. 

(2) If one finn lowers price otliers will follow. Although I do 
not see scliool districts cutting the total operational funds 
so much, I do see them followuig each other reladve to spe* 
cific economy moves, e.g., closing their doors for part of the 
sc'.ool year, eliminating selected progiams, etc. And, we 
have some evidence of taxpayer revolt when we consider 
the numl)er of bond and millage elections lost over the past 
6 or 7 years. 

(8) If one firm raises prices, other firms will not follow. Al- 
though Mort and his students significantly stimulated ex- 
penditures for education within school districts, today I 
think we ex^x;riet\f:e less acceptance of the assumed cost- 
(juality relationship. And, school boards are increasingly 
pressured to restrain product cost as evidenced by the ac- 
countability debates and the capital outlay example above. 

Technically speaking, public school distiicts do not compete with 
each otlier for product production (students) and therefore the latter 
two assumptions may only be applicable to private education. 

Let us proceed now with die demand for resources within an 
oligopolisiic industry. Oligopsony is a resource market situation in 
which there are only a few buyers of a particular resource which may 
or may not be diffeieiitiated. That is, trained teachers may teach in 
either the private; or public sector of the education industry. The 
market is turtliei* characterized by having one buyer taking such a 
large portion of the total supply of the resource so that it is able to 
influence the market price of the resource. 

Figure 5 illustrates the sup^>ly-demaiid relationships of the Class 111 
oligopolistic industry. The significant difTercnce between this rela- 
tionsliip and the competitive market relationship is the "kinked** 
demand curve. The **kiiiked'* demand curve is an analyt'^al way of 
hiterpretiiig the Class III oli{j()|x)ly assumptions. For example, if school 
districts are laced with a higher per teacher cost they are likely to 
offer fewer new contracts than they would prefer. And thus they may 
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Figure 5 

Supply Deinaiui Relationship for Public School I'eachcrs 



re-align the districts programming by not initiating new progiams. 
closing marginal programs, increasing pupil-teacher ratios, and otiier 
such strategies. 

The '*kniked" demand curve further illustrates that if cost per 
teacher unit is less than P, then the district may expand its profes- 
sional teaching staff by initiating new programsi providing more sup- 
plemental services, lowering pupil-teacher ratios, and so forth. 

Figure 6 represents an application of tlte oligo)Kjlistic concept to 
the supply and demand for public elementary teachers for the ten 
year jjeriod 1960 to 1970. The supply-demand relationship was deter- 
mined by first plotting the long-run supply curve. I'hen the points 
of intersection along that curve were correlated with the average ele- 
mentary teachers salaries for various years. The disconnected demand 
curves dp d.^, and d;, illustrate the short supply conditions for those 
years. For example, the conditions at d,, were such that, at the estab- 
lished price of approximately $5,100 average salary the industry ex- 
perienced a short supply of elementary teachers amounting to ap* 
proximately 35,000. This does not mean that approximately 35,000 
more elementary teacliers were needed in the qualitative sense; only 
that the industry was seeking that number of trained individuals for 
declared positions. 

Increasing elementary school enrollments and lack of supply re^ 
spouse did little to improve the conditions within the next "1 year 
jHiriod (dA However, conditions improved somewhat by 1968 (d») 
evidenced by the narrowing of the gap between supply and demand. 
The final 2 year period closed (d4) witn conditions efjuilibrated. 
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Fijjuic it 

Supply ami Dciuaiut lor Klcniciiiarv Tcatlicrs as a Function of Price 
Source: NEA Publications, 1971-R4 & I973 R8 

If the shiftiiijr ^'kMikcd" dcmaiul curve illustrated in Figure 6 seems 
to parallel the Arrow-dapron analysis presented earlier, it does. The 
significant dilltrence heing the set ol issuniptions underlying each 
model and especially the price control assumption of the oligopoly 
model. I am suggesting that wages in the education industry are 
overtly controlled rates where Arrow and Caproti were suggesting that 
competitive market forces estahlished the engineer-scientist wage rates. 
And, unlike the Arrow-dapron analysis to the ellcct that increases in 
i)eginning salaries tend to adjust salaries of all engineers in the long- 
run; any increases in salaries of beginning teachers immediately ad- 
justs all teachers salaries in die shortoim. 

Now let me tiun Ijrielly to the local scliool district puzzle. 

DEMAND FOR INPUTS PUZZLE 

In its simplest form, the overriding constraint lacing the produc- 
tion capability of the firm is the total dollars available for production 
as a fmiction of output costs. I'hat is to say, as in equation (1), 

(1) /(()), 

where, (1 is total cost and 0 is oiuput costs. 
I'urtlier, (0) is a limctiou of associated pioduction cost elements jn- 
cimling wages, machines, plant, capital, and other. This relationship 
may be shown as: 

(2) ()rr:/(\V, M, \\ C, X) 

where, W wages, , . rr machines, P = plant, C rr capital, ami 
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X = other. 
Combining equations (I) and (2) yields: 

(3) C = /f\V. M. P. C, X). 

Having dcvelo|jcd the production function in this manner, the 
firm proceeds to vary its independent variables (cost elements) such 
that It maximizes production and niinimi/es costs* 

A similar analysis may be made for the school district. The otal 
dollars available for education (producvion) in any one time period 
are a function of federal, state and local revenue sources, and the fac- 
tors of production likewise include wages, machines, plant, capital, 
time and other. Tints, at this conceptual level, although wc may be 
considerin.. total cost (C), the condition is equivalent to Thomas' 
output or jnted production function. ^'^ 

It is lot uncommon for school district budget-builders to first con- 
sider total dollars expected to be availaljle before they engage the 
often arduous task of progiMnniiing those ilollars toward the associ* 
ated cost elements. Even those individuals who employ the Zero Based 
Budgeting techniques have some notion about their expected total 
revenue throughout the fiscal progt*amming process. 

Although it is beyond the scope of this paper to explore the func* 
tional relationships between sets of cost elements,^* the ceteris paribus 
assumption (**othcr things" being equal) is not being made. Although 
the indiflerence mapping suggested earlier is an example of cost 
variable relationships and trade*off matrices, the purpose here is to 
establish the context within which one may investigate factors af* 
fecting demand for professional educational personnel. Therefore, 
it is conceded that total revenue dollars in any one time period 
determines the maximum number of dollars available for professional 
salaries which arc then reduced as a function of decision-makers past 
and present proix^nsities and requirements to allocate portions of those 
dollars to other production cost elements. 

For pur)x)ses of example, let us assume that the cost elements of 
equation (3) above, for a particular time period, have been dollarized 
such that we now have the relationship established in equation (4)i 

(4) C = Wt + Y, 

where C = total cost of education, Wt = teachers wages and 
Y r= all other costs. 
Therefore, the total dollars available for teachers wages becomes, 

(5) C — Y = Wt. 

In this manner the total dollars available for teachers wages be- 
comes fixed for any given time period. The issues surrounding the 
establishment of equation (5^ and the subsequent analysts below are 
best mediated by exampling liistorical data. In this way we do not at 
this point of development become entangled in the economics of col* 
lective bargaining and the decisioning rules applied to cost-element 
trade-ofi matrices. 

Figure 7 illustrates the relationships established by a particular 
school district between total cost (C), total instructional wages (I^) 
and K-12 teachers wages (VVt) for the period 1964 to 69. Excluded 
from teachers wages are personnel costs for administration, special edu* 
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Fieure 7 

Relationship Between Total C%st, Instructional Wages and K-12 
Teachers Wages* 1964*68 

cation, vocational education, guidance and other professionals which 
are reflected in the .gure as the difference between 1^ and The 
differcnceibetwe''n C and include costs for support prsonnel, capi- 
tal outlay; debt ^eiTice, and other expenses. The example district was 
allocating approximately 50 million dollars for K-12 regular program 
teachers s;Uai ies in 1964 and over 70 million dollars for those salaries 
four years later. 

At the time the school district was making its preliminary cost 
calculations for each of the cost elements, it was faced with the supply 
and demand relationship demonstrated by Figure 8. That is, for 1964 
the district could (did) employ approximately 7500 teachers for the 
K-12 regular program at an average cost of just under $7000. For 1968 
the district was employing almost 9000 teachers in the K-12 program 
at an average cost of approximately $8000. The *'kinked** demand 
curve satisfies the market assumptions and further demonstrates the 
decision sets one would expect should the average price of teachers 
increase or decrease in the short-run. 

No data were available to me relative to the ''shortage'* of teachers 
in die K-12 program for the period used. 1 do suspect that some short* 
ages did exist for 1964. If that suspicion is correct the demand curve 
di would be dis-jointed us presented in Figure 6 earlier. 

OTHER PUZZLES 

1 shall not extend this discourse much farther so that we might 
have some time for discussion purposes, In the introduction it was 
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Figure 8 

Supply and Demand for Teachers (K-T2) in a Particular School District, 1964-68 

suggested that the supply-demand relationships for educational per- 
sonnel facing us today may have some implications for our hiring prac* 
tices. Certainly it is not naive to assume that personnel officers and 
school principals will liave an increasing number of applicants for 
their open positions. In that regard we would expect more selectivity 
being employed by those individuals. However, the cjuestion arises^ 
selectivity relative to what? What professional qualities do we look 
for in an elementary or secondary teacher? And, if for example, one 
establislied criteria suggested by the Burkhead studies^* and by Levin^^ 
to the edect that pupil achievement is highly correlated to tlie teacher's 
verbal ability, then what will be the courts response to such discrimi- 
natory criteria? And, what protectionist provisions might we face in fu» 
ture collective bargaining agreements? 

Also, what might be the implications for our teacher-traininj; prac- 
tices lit colleges and universities? Should we, for example, begin lim- 
iting our enrollment in teacher training programs? Some would re- 
spond with a resounding yesi Others rationalize, as does NEA, that 
lower pupil-teacher ratios are necessary and projected and thu! train- 
ing should continue; or, we should train to replace tlie less qualified 
individuals now teaching, or at least cause the less qualified to enter 
skill development in-service offerings. However, we arc also hearing 
some proposals to allow school disuicts to certificate their own teach- 
ing stafT. 

I think that I have probably raised more than enough issues for 
our exploration in the time left, and Tm sure the panels have others* 
Two decades ago it would have been heresy to examine and cridquG 
educational qualities in the manner we do today. And, it places the 
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teacher somewhat in the position that Daniel Webster iountl himself 
following tne C^ompromise of IBoO. when VVhittier waote about him 
in his Icabod ix)em: 

So fallen, so lost. 

I'he light withihawn which he once wore, 
The glory of his giey hairs gone- 
h'oyevvr more. Forever more, 
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Measuring Productivity in Education 

Bob N. Cagk 
- Director of Institutional Koscarchi University of Mississippi. 

My reinaiks todny toiuerning tlie mensurctnctit of scliool system 
jmKhictivity will be tlnee-l6ltl. First, I will attempt to summari/e the 
rcseaitli tliat lias recently been done on input*output relationships in 
school systems. Secoiul. I will tlescribe a methodology that seems in* 
herent in this type of research and describe, hopefully, in layman's 
terms the statistical techniques utilized in this research and finally 1 
will point out some policy implications that seem to follow from the 
findings of the research. 

INPUT-OUTPUT RELATIONSHIPS 

The study of input and output relationships is not new to the 

.American businessman, manufacturer or educator. lUisiiiess and in- 
dustry in America have ntili/cd data in these areas for over a'ccntury 
with education becoming more inclinetl within the last five decades. 
The definition of output has Ijcen difFicult for echicators because of 
the complexity of measuring human productivity. Schools have con- 
sistently "measmed" students with standardized and teacher made 
tests and havee(|uated this ty|>e of productivity witli output. Inherent 
in diis assmnntion is that school system output can best he measured 
by (jcncil ancl pa|)er reporting of its studeius; that is, educators liave 
not been al)le to identity other '•ineasureable * means of school system 
productivity. 

Most of the literature relating to school system productivity deals 
with studies of variables associated with stu(lent achievenieiit. fohns 
and Morphet in 15)1)9 provided an excellent review of studies dealing 
widi the economics of financing education and concluded that a strong 
relationship exists l)etween student achievement as a measure of qual- 
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ity of education anil exjjensc of oiliication. The Michigan Department 
of FAhication (1070), having made a comprehensive review of studies 
reportinj* on the correhitcs ot school performance, couchided that 
sianduriii/ed achii'vemeni tests were most used and perhaps the best 
single measure of output* 

Strang (I9fi7) and others have claimed that reading proficiency 
is not otily essential to success in all academic subjects, but that it is 
' the entidtice into akiost all vocations/' T(v^ A<\ewy o< wi-Aiionshijjs 
between readinj? and other academic subjects is reported by Harris 
(1962) to have been verified by a number of studies. Success in read- 
ing has been coirelated with success in problem-solving ability, vari- 
ous forms of oral and written communication, spelling, all ninth 
grade subjects except mathematics, and with scholastic grade average 
in secondary schools. Although achievement tests have not been de- 
veloped for all areas of the school curriculinni the ability to read does 
at!ect all areas and tests are available to measure reading. 

Measures of School System Input 

Most of the research done on scliool system input output relation- 
ships has concentrated on variables or characteristics that are 1) di- 
rectly school related or controlled and 2) those considered non-school 
related variables. School related variables are further classified as 
teacher oriented, materials and supplies, class size, and characteristics 
of giaduates. Per pupil expenditure as a measure of input encompasses 
both school and community. The school system is responsible for 
expending its finances wisely, but is controlled by the community 
(local, state and federal) as to amount of revenue it receives. 

The non-school variables that have been considered in these types 
of study can be further categorized into 1) socio-economic and 2) com- 
munity related variables. It is often difficult to classify some variables 
within one of these two broad categories, but generally those data 
related in any way to socio*economic status are classified in the former 
and all others are considered to be the latter. 

School Related Variables 

Several variables associated with school sysiem input arc teacher 
oriented and have been shown to be related to sradent achievement: 
for example, years of teaching exixirience (Tluv las, 1902; Burkhead, 
1967; Katzman, 1957; Levin, 1970), teacher verbal ability (Hanushek, 
1968; Bowles, 1969; Levin, 1970), teacher salary (Thomas, 1962; Burk- 
head, 1967; Cohn, 1968; KioMng, 1969), and teacher ccrtific.nion 
(Benson and others, 19G5). The amount of materials and supplies 
provided by a scliool system has been identified as related to student 
achievement (Fox, 1969; Hanagan and others, 1962; KiesHng, 1967). 
Some studies are (piite specific in naming certain materials and facili- 
ties, e.g. science labtnatory facilities (Bowles, 1909) and number of 
book^ m the school liljrary (Kiesling, 1967). Average class si/c and 
pupil-teacher tatio have been shown to be related to student achieve- 
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ineitt (Molleiikopf, ig5(): ^riiomas, 1902: iiowlcs. 1909; Kicsling and 
Averch* 1971). Kteslhip; (1967) also identified percentage of graduates 
attcMiding college as related to scliool acliievenient. 

Project Talent, a massive research ellort involving 400,000 high 
'chool students, seeking tlic correlates ol a number ol pupil outcomes, 
nulicated the most im{X)riant treatment iactors found to date (1967) 
were* te.fclier salaries, tea* her exjXMience, number of books in the 
school liU.(<:y and per pupil expenditure. These remained important 
even when socio-economic factors were held constant. 

Teacher quality was found explain achievement changes for 
low income children in California. Teaclier quality was defined as 
teachers holding certification, teaching in Beld» and teacher salary. 

Cooper and Uemis (1907) in a study designed to examine teacher 
personality variation in relation to pupil &;ains in acliievement con* 
eluded that teachers who were critical, willing to accept leadership 
and interested in influencing and persuading others result in pupil 
^ains. These variables of motivation, drive for success, and interest 
in helping other human beings are illusive measures. In a*i era o( 
competency based teacher trainmg attention must be given to develop- 
ing these skills in teachers and assessing them as a part of the compe- 
tency based skills expected of teachers. 

Per pupil expenclitures have been cited as contributing to* the re- 
lationship between school input and output. The more financial re- 
sources behind a student, die more acacleinic achievement seems to 
be produced (Flanagan, .et. al, 1962: Kiesling, 1969; Bowles, 1969). 
There is alternative evidence, as well, showing no relationship |)etween 
per pupil cx|jenditure and academic achievement (Kic^jhng, 1968; 
1970; Burkhead, 1967; Golin, 1968). Two recent studies (Rose, 1972; 
DeRu22o, 1972) correlated current expenditure per pupil with aca- 
demic acliievement and found very low and non-significant positive 
correlations. 

Lyle (1968) concluded that it takes a great increase in input to 
gain a small amount of output and diat rather dian massive spending 
increases, per se, emphasis should be placed upon input-output studies 
that yield information on the best combination of services. Thomas 
(1962) found correlation between levels of resources and mean test 
scores, but also concluded that the manner in which the mone^ was 
spent appeared to be more important dian the level of expenditure. 

Non^School Related Variables 

Those variables considered to be socio-economic in nature have 
been studied in much greater detail in recent years. In justifying cul^ 
ture as a variable Bernard (1965) stated that the "culturally different'* 
youth is lacking in those experiences and skills related to high educa- 
tional achievement. Educational (x^rformance is related to environ- 
mental experiences, motivation and self*esteem. The Coleman Report 
of 1966 was probably the milestone for this type of study and reported 
that socio-economic variables related more to school achievement than 
did school variables. The influence of family background was pin- 
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pointed us being highly rehitecl to student achievement. This study 
collected data troni some 600,000 students in 5,000 schools locatcu 
throughout the country in both rural anil inetroiiolitan areas. Highly 
correlated with achievement was stiuleut attitude, such as liis feeling 
of control over his own destiny, and family background influences. Of 
the small amoinit of variation that was attributed to school character- 
istics, teacher qualities accounted for more than all others taken to- 
gether. 

Criticism has been made of tlie Coleman Re]x>rt because of the 
statistical analysis of the data. Bowles and Levin (1958) contended 
that once amounts of variation were attributed to socio-economic vari- 
ables, the attempt to identify the school's contribution to thg^ remain- 
ing unexplained variation was of little value. The procedure of hold- 
ing background variables constant reduced the apparent effect of 
school variai)tes since school and background variables are intercorre- 
lated. George Mayeske (1068) also criticized the data tteatment of the 
Coleman Re]x>rt because of the intercorrelated variables. Re-analyz- 
ing some of the data, he foutul school variables more highly corre- 
lated to achievement than did Coleman. 

Members of the Harvard University faculty itiitiated a seminar 
concerning the Coleman report and have widely published and dis- 
cussed the re|)ort. Mosteller and Moynihan (1972) edited a publica- 
tion which pulled together much of the seminar participants' re- 
analyses. In general, the results of the re-examination affirmed the 
overall conclusion of the Coleman Report: that is, what the child 
brings with him to school is most important. Schools have been able 
to provide little influence on achievement that lias been completely 
independent of the child's socio-economic background. 

Studies other than Coleman (1 960) have emphasized the relation- 
ship between family income, social class, family background and the 
school achievement of chihlren (Parelius, 1907; Burkliead, et. al.. 
1907: Pierce and Mallory, 1908). As mentioned previously it is difficult 
to classify as socio-economic or conunmuty some o! the variables being 
used. Uunnelt and Greene, two separate studies in 1910, speak of 
socio-economic environment which perhaps marries the two more 
comfortably than others. 

Still another soiuce supporting the influence ot socio ^'conomir 
variables on school perfornunue is Christopher jencks. In te evaluat- 
ing some of the Coleman data jencks (1972) concludes that schools 
do utmost nothing to close the economic gap between rich and poor. 
To (|uote, '* The character of a school's output depends largely on a 
single input, namely the characteristics of the entering chilclren/* (p. 
5!)): Jencks challenges tlie efforts made or proposed by educators 
to create e(jnid educational oppotuntity for American school children 
in the public schools. 

In summary, research has bcrn cited to sup|)ort and in some in- 
stances negate the elfect ot school inpiU variables on stiuletu a(;hieve* 
ment or school output. A greater emphasis has recenllv been placed 
on ihe elfect of socio-economic and connnunity related variables on 
school achievement. luhicators are at a strategic poitU in time as we 
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lace the rhalleiigc ol ciitirisin lonccniinfr ihc ollcci ol tlie nublic 
school system on ecpiaiiiig ediicaiional opportunity and in pioclucing 
evidence that our scliools are in latt *'produciive." 

IDENTIFICATION OF VARIABLES 

liilicrcnt in all input outpui nroducliviiy sliiilics is tlie need lo 
identity, qiiaiuitatively, liii^se variables that represent tlie school syv 
tern in terms ot its lacilitie., laculiy, stall, sindenis. as well as the so- 
cial and economic make-up el liie cuniinimity. Any claui available 
from the Census, stale dcpariinenis of education or otiier (>overunient 
agencies can l)e mili/eil as 'Mnpui data'' if it can he !)rokcn out as 
being demograpiiically consistent. 

The (]uestioii of wiiat is relevant oiuput remains pertinent. 
Most studies, as citeil eurlicr, have used achievement data at some 
particidar grade level as tlie me;isme of scimol system productivity. 
X'arioiis Unms of aciiievement data, such as fourtii giade reading 
achievement on tlie Caliiornia Aciiievement Test Hatiery. fiftli grade 
reading aciiievement on the Metiopolitan Achievcinem lest, and 
nintii grade com|H)site score on tlie Sduiol and College Apiitiidc Test 
have been utili/ed in liiiee recem studies completed lor tlie N.E.F.P. 

lie iiasic: rescarcii design employed lor lliese studies has cliosen 
one or more input variables aiuf regiesseil these against an output 
variable. Ihe statistical icchniipies of linear and curvilinear regies* 
siou analysis have been used to establish the relationship between 
these variables. Linear regression models assume a inoileiatc to high 
correlation (.10 to .95) between the two sets of variables before any 
prediction analyses can be made. If the data do not fit a straight line 
or linear moilcl, then cm vilincar tecliniciiies are uscil to provide a 
belter fit. 

Once the regression line is deiciniined and plotted those school 
districts which fall above the line are ccmsideied to be high pioduc* 
tivc school districts and those which fall below the line are considered 
to be low productive. Si\tli grade reading achievement on the verti- 
cal axis Was plotted against current expense per pupil on the hori- 
zontal axis and a regression line fitted to the data. Hie 12 districts 
above the line ie|)icseiited school districts which liiive produced higher 
mean sixth grade reading achievement scenes than one woidd predict 
based upon tlie cuneiil expense per pupil in that ilistrict. 1lie inverse 
was true lor the 12 school districts lielow the line. Hiised upon their 
current expenditures poi- pupil, their iiie;in sixth grade reading 
achievement was lower than wcuild be expected. 

I hese siiueineiits lose their vididity when the correlation lM!lweeii 
the input and output varial)les iippioacli zero. That is. if the cone- 
latiou or lehitionship bet^veeii the two sets ol data is not sighilicimt 
(again .10' to .95). then little coiilideiKe can be* placed on the cater- 
gori/ation oi these districts into high and low productivity groups. 

When the linear rehuioiiship betwreii one input measure and one 
output nuMsiiie is low and noji-signifiniiit, the possibility exists diat 
the relationship may be I) curvilinear or 2) that a combination ol 



ERLC 



School Finance in Transition 



two or more input variables would correlate higher with the one out- 
put measure. A linear regression line fit the data very well, however, 
when a s(|uare(l term was uitroduced into the eipiation. the best fit 
was determined to be curvilinear, not linear. The measure to deter- 
mine best fit is the Pearson cocllicient ol correlation and in an exam* 
pie such as this can be increased substantially by using curvilinear 
analysis. 

When more than two input measures are used in this type of 
analysis, it is impossible to graphically display with accuracy what 
the relationship looks like. We would have to talk about planes rather 
than lines; however, with tlie aid ol the computer three dimensional 
graphs of the relationships of three variables can be generated for 
ilispiay purposes. 

l*he choice t th( input or independent variable when dividing 
I. school distric; uito high and low productive miups is of extreme 
importance. Uess this measure correlates highly with the output 
measure, a siu^stantial amount of variation in school achievement 
among school districts may not be accounted tor. Variation or vari» 
ance, to use the statistical term, is defined as the square of the coefli* 
cient of correlation between the two sets of data. The coetficient of 
correhition (r) = .71 between an input and output measure, r'' = .50 
or as a |)ercent, r»0<;;,. Thus, in this example otily one half of the varia^ 
tion til achievement scores among school districts was statistically re* 
lated to current expenditures per pupil. 

An advisable way to choo5( the one or more input variables to 
regress against an output mcnuure is to compute all possible inter- 
relationships or correlations of all input and output measures. Find 
which input variables have the highest correlafion with an output 
measure and at the same time have low intercorrelations among them- 
selves. This can be done with just school related input variables, or 
with just community and socio-economic variables, or with the entire 
set of input variables. A tjuestion of philosophy arises here. Should 
one determine high and low productive groups based on input vari- 
ables that a school systcnti can control, given they have the finances, 
or based on community and socio-economic variables that a school 
system cannot control? If the former, one could argue that school vari- 
ables alone do not consider the one underlying link that completes 
the chain and that is financial ability of the community to pay for 
its education. If. on the other hand, high and low productive groups 
are chosen based on only community variables, then one could argu« 
that the schoors wise utilization of what resources it has available is 
not credited for any elfect on the achievement level of the students. 

It seems most advantageous to find wliidi input variables, regard- 
less of origin, most highly predict the output measure and to use them 
judiciously in the regression analysis. One important variable has 
seemingly been omitted from this type of lesearcli, however, and that 
is time. Benchmark or one-shot data analyses are fine, but should 
serve only as that. The exjHictation is that longitudinal analysis will 
be conducted to show change over time and the trends that undoubt- 
edly occur. 
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An example ol ailual data will be used to ilcscri))e the iliviiling 
ol school (hsuicts into hi}{h and low productive groups. I'hese data 
arc ironi the (57 school systems in Florida where the school system 
in coienninotis with the K<>vermnent entity ol cotnuy. Of the several 
otitput meastnes availal)le lor tise. School and (iollege Aptittide Test 
—Total Si ores lor n)70 were chosen. The Total score is the stnn ol 
the Verba! and Qtiantitative stdUest scores. These data were obtained 
from ninth graders in the spring of the year. 

The SCAT- Total score was correlated with 12 inptit mcast*ves rep- 
resenting school related, conmuniity and socio-economic variables. 
Three vauables. adtilt echication level ol the sc hool district, the per- 
cent of non-white sttidents in grades K-12, and family median income 
in the school district had the highest correlation either positive or 
negative with die SCAT Total score. When multiple regression analy- 
sis was ap{)lied to the variables llie adtdt edtication level of the school 
district and the percent of non-white sttidents in grades K-12 ac- 
counted lor the maxinnmi amount of variance among the otitput 
measures. Because of the high correlation between adtdt edtication 
level and family median income, the latters contribtition was over- 
ridden or masked out l)y the adtilt edtication level variable. 1 he mul- 
tip c cocflicient of correlation was .86 explaining approximately 74% 
of (he variation junong tlie cotinty school systems SCIAT-Toial scores. 

On the average a county having a high mean on the SCAT-Tolal 
score .»Jio had a high mean adult edtication level and a low percent 
of non*'vliite children. Of the dilfercnce in cotinty SCAl -Total scores 
across the state of Florida, 74% of tlie ililference or variation in scores 
could be related to adult education level of the community and per- 
cent of non-white students in the school system. 

A partial listing of I) actual mean SCAT-1 btal scores, 2) predicted 
SCAT-Total scores based U|X)n the two input variables adult educa- 
tion level of the county and the percent of non-white students attend- 
ing school in giades K-l^, and 8) the residuals or ditferences between 
the actual SCAT-Total scorearand the predicted SCAT-Tolal are 
shown in 1 able I. Residual values bear a minus sign when the actual 
SCAT-Total scote is less than what is tiredicted (as in ilistrict #1) or 
are jwsitive when the inverse is trt;e (district #2). One asterisk beside 
the residtial value indicates that this district's actual SCAT-lotal 
score was less than its predicted sd re by more than i/^ .standard devi- 
ation and is placed in the low pro luctive gioup. Two asterisks indi- 
cate the actual SCA'I'-Total score was higher than its predicted SCAT- 
1 otal score by more than 1/2 standard deviation and is considered a 
high prodtictive district. The choice of l/^ standard dwiation for a 
cnt-oif is arbitral). In this study it chissifled approximately Y\ ^'^^ 
counties in the high group and Va the low gioup. This is consistent 
with the grouping of a normal distribution w*fu*ch the set of residuals 
approximates. 

'I'he means and standard deviations for each of the remaining 40 
input variables were calctilated for the high productive districts and 
the low productive districts. The F statistic was calculated to ascer- 
tain any statistical differences between groups on each of tlie 40 vari 
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As seen ill Ti\U\v 2 lioiii llie Kloriila productivity .study, the in|jut 
varinl)les ol percent ol studeiit.s atteiuliiiH; .some lorm ol post hi{*l» 
school education, the percent of teachers in the school district lor two 
years or les«. (nej^ative relationship) and percent ol teachers in the 
.school district Ironi 7-M y(\ns. were *iif»nificant contrihutors to the dil- 
fcrence.s hctweeii hi}»h and low productive groups. 

Two other recently completed .studies mentioned earlier u.sed data 
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tioin siliool systems in Delaware and Kentucky. Rose (1972) wlio con- 
ducted the Delaware study also [ountl tliut adult education level of 
tlie conniuniiiy, teaclier exjicrience and prejjaration, percent of mi- 
nority enrollment, and percent of Iiigli scliool graduates pursuing fur- 
llier education to he signincant contrihuting varlahles clistinguisliing 
hetween Iiigli and low proiUictive groups of scliool districts. Rose used 
reading acliievenient at th(» fiftli grade level for liis measure of output. 

DeRu//os (19/2) study in Kentucky found tliat tlie numher of 
economically depriveil stuilents in tlie scliool district eligible for Title 
1 funds was tlie best single predictor of scliool acliievenient. Tliis again 
was a negative relatioiisliip. Average teacher salary and percent of 
scliool budget expended for instructional piirixises were the next two 
hijHiest contributors to a diflerencc hetween high and low productive 
districts. DeRnz/o\s output measure was fourth grade reading achieve- 
ment scores. 

RESEARCH FINDINGS 

Several lliiii;',s can be learnnl from this type of research. Perhaps 
most inii>f)rtant is that educational achievement and attainment m 
our public school system is not as completely de]icndent upon socio- 
economic factors as current sociologists would have us believe. School 
related variables of teacher experience, training and maturity do re- 
late and account for a substantial amount of the variance in the 
achievement of school children. 

Those currently pursuing this type of research are u|>on the thresh- 
old of ascertaining more clearly and concisely those attributes held by 
teachers that positively eitect achievement in children. There are 
teacher qualities of attitude toward profession, attitude toward chil- 
dren, and commitment to the profession that need to be assessed and 
used in these analyses. The quality of performance and die best teach- 
ing style to produce the maximum amount of learning for a particular 

Sronp ol learners are but two more of the areas that need attention. 
Lobert Soar in 1972 documented that higher level cognitive growth 
in children is pioduceil by a different teaching style than lower level 
cognitive growth. This implies i>erhaps that the generalist concept of 
teacher training for the early grades may need to be reconsidered. Or. 
prospective teachers need to develop a variety of teaching styles for 
teaching children at the various levels of the cognitive taxonomy. 

1 think die lay public needs to l)e critical of educational perform- 
ance. They need to stir us to act, to seek out better ways to teacii all 
children. I can offer no excuse why nationally only appioxim itely 
70% of our "Johnies can read.** Nor. on the other hand, am 1 con* 
vinceil that oiiV schools today should be just a *'nice place to be.** 

This type of research suggests a compromise between the adamant 
critics and professional educators. A host of research (Gordon, 1969; 
Clray. 1971: Hess, el. aL, 1968; and Schaefei, 1969) supjjorts the con- 
cepts that the educational experiences received at the pre-scliool level 
are the most critical of any stage in development. If the input of syste- 
matic learning experiences for this age group tan produce successful 
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output nieasuics nnd these can be ilocuinentcd on a longitudinal basis, 
then serious cousiilcration shonhl be to publicly supporting pre- 
school eihication. 11 the evidence is siillicient to say that chd(hen bring 
to school tliose cxjierieiites (or lack ol cxpcriencirs) that destine their 
edticational achievements, then the pul^lic shoidd l^e willing to sup- 
|x)rt free public education lor three and four year oKI children. 

Finally, tioni a research and statistical jxiint of view, the method- 
ology by which we study inpui-output relationships needs to be im- 
proved, riic use of path coellicicnts. canonical correlations, and clus- 
ter analysis should enhance the uselulness and significance of the 
ilata. A closer look at various econometric techniques should also im- 
prove our schema lor educational productivity studies. The produc- 
tivity^ of a school system is rellected in its students, both in number 
and in (uiality. who in turn as graduates determine to a large extent 
the proclnciivity of the community. The people of the community in 
turn have children who enroll in the school system to complete the 
cycle. Measurements need to be taken at all |Kjints on this continuum 
so as to account for the totality of relationships and timing of inputs. 
Low acliievenient scores in a school may reflect the value system of the 
adults in the coinniuiiity, not the school faculty or its facilities. 

The procedures desi ribed here can he useil at the school or system 
level as well as at the state level. This was substantiated yesterday in 
the presentations of Bill McClure and Dick Rossm.ller. Providing the 
best way to spend the educational ilollar remains a high priority. 

The use of ininit-output relationship research remains a feasible 
way to provide a dynamic model for decision making. School related 
variables of teaching styles, delivei7 systems, teacher attitudes and 
motivation, as well as others, should be studied more closely to de- 
termine the maximum output for x numbers of cloll;.» j expended. A 
decision model based on reli.ible and s]x;cirtc program data can be the 
most useful tool an administrator can use. 

To suinmari/e. the research to date implies that teacher profes- 
sional maturity relates to high student achievement. Or its corollary, 
school systems having high teacher turnover within the first two years 
have lower student achievement. The educational dollar can (jerhaps 
be well spent in a salary schedule that provides incentive for the pro- 
fessional teacher stay in the system. Second, the research implies 
that high adult education level in the district is related to high $tu« 
dent acliieveineiit. Perhaps tl^e '^durational dollar can be well spent 
on improving the educational level of the adults in the community. 
The apparent spinoffs of such an educational program could affect the 
pre-school chihlren and help resolve my earlier coticern of public sup* 
ported education for three and four year olds. 

Finally, the research implies that the higher the percentage of noti- 
white stuilent enrollment in grades K-12, the lower the achievement. 
Should the educational dollar he spent on busing to eouali/e this 
ratio or should school funds be allocated to school systems based upon 
their ratio? 
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The Constitutionality of the Title I ESEA 
Formula: Inverted and Regressive 
Allocations 



Theodore H. Lavh and Kern Ai.exandkr 

Mr. Lavit is a graiiuale of the Vantlcrbllt Univmity Law Schooi am! is a 
member ol ihe Kermirky Har. He practices law in Lebanon. Keniucky, Mr. Alex* 
ander is a professor of Eduealional Atinnnisiraiion. University of Florida. Gaines- 
ville. Florltfa. 

In the case of Ihnvns v. MarUnnl, which is now pending in the 
United States District Court, Western District of Kentucky, at Louis- 
ville, the Plaintiffs are school age children from a low-income family, 
who. with their mother, are seeking a declaratory judgment restrain- 
ing die U.S. Commissioner of Education from unconstitutionally allo- 
cating and distributing funds imder Title I of the Elementary and 
Secondary Education Act of 1965, 20 U.S.C. 241a. The children and 
their mother maintain that the formula imder which Title I is allo- 
cated to the various states is discriminatory and is unconstitutional 
as being violative of the Due Process Clause of the Fifdi Amendment. 

Title 1 was enacted in 19(}.5 with the purpose of expanding and 
improving educational piograms for educationally deprived chiTdien. 
That Act provides for financial assistance 

"to local educational agencies serving areas with concentrations 
of cliildren from low-income families to expand and improve 
their educational programs by various means . . . which con- 
tribute particularly to meeting sjiecial educational needs of edu- 
cationally deprived children.** 20 U.S.C* 241a 

The purpose of the Act is therefore to provide federal financial 
assis^^nce for the echicatioh of educationally deprived children. These 
children are imiforndy identified as children from low-income families. 
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The pm ixjsc ol ilic; Act certainly constitutes a valid governmental pur- 
pose and Is not in contest in the case of Downs v. MorlmiU. The 
constitutional (piestion arises honi the method by which huuls are 
allocatcil aniouK the states to etleiinate tlie stated purpose of the Act. 

Title I provides lor funds to he allocated among tiie states in the 
following manner: 

"[ Tiiif maximum gram which a local educational agency in a 
State shall he eligible to receive muler this part lor any fiscal 
year shall l)e . . . un mnninil cf^ual to the I'alerol pnrnitaae 
(establisiied pursuant to subsectu)n (c) of this section) of the 
nvnn^i' prr fmfiH cxpeuditmr in thai Sinir or, if greater, in the 
United Stales, muUiiAied by the number of ehililren in the 
school dislriel of such ajrrncy who ore aged five to seventeen, 
inclusive, and are (A) in fnniilies having an annual income of 
less than the low-income factor, (established pursuant to sub* 
section (c) of this section), (B) in families receiving annual in* 
conte itt excess of the low-income factor (established pursuant 
to subsection (c) of this section) from payments muler the pro- 
grant of aiil to families with dependent children under a State 
plan appioved imder Title IV of the Social Security Act or 
(C) living in institutions for neglected or delinquent childien 
(other than institutions operated by the United States) hut not 
counted ptnsuaiit to paragraph (7) of this subsection for the 
purpose of a grant to a State agency, or being stipported in fos- 
ler homes at public funds. 20 U.S.C. 241c(a)(2)(enipltasis added) 

The Fedeial percentage in subsection (c) is fifty pcicent and the 
low-income factor jirovided In the same subsection is .§3,000 for the 
. fiscal year ending June .^0, 1973. 

More simply stated, the formula piovides for grants to states based 
on the number of educationally depiived children (children from 
families with S3.000 annual income or less) times fifty percent of the 
average per pupil expenditure of either the state or the United States, 
whichever is greater. 

The net effect of this formula is that although it identifies an edu- 
cationally deprived child in Kentucky in the same manner as it identi- 
fies u similar child in New York, it nevertheless grants substiintially 
more funds to the educationally deprived child in New York. Tlie 
child with the same educational needs such as the ;»laiirtlfr.s in Downs 
V. Mnrland, from Marion County, Kentucky, is giver much less federal 
iissistance than his counterpart in the wealthy si.ite of New York, 
thereby violating the Due Process clause of the Fifth Amendment. 

THE ISSUE 

The issue raised in Downs v. Marland, simply stated, is whether 
the United States Congress, through the Title I formula, can consti- 
tutionally provide the educationally deprived child in the wealthy 
high exiienditure slate with greater resources than tlte educationally 
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deprived child in the poor» low expenditure state of Kentucky. 

The Plaintiffs in botvns v, Marland did not seek to require the 
Confess to fiscally equalize by providing more funds to educationally 
deprived children in the poor, low expenditure states than in the 
wealthy, high ex{)enditure states, hut merely demanded that the Court 
declare that the Title 1 formula be declared unconstitutional because 
of its effect of disequali/ing among the children by distributing more 
funds per targeted child to the wealthy states than to the poor states. 
In other words the Plaintifls, in Doxvus Marland, as educationally 
deprived children, from the uooVf low expenditure state of Kentucky, 
sought only to be provided the same Title I resources as oUier educa- 
tionally deprived children living in wealthy, high expenditure states. 
The Plaintiffs therein, on behalf of themselves and as a class action, for 
and on behalf of all the Kentucky school children similarly situated, 
contended that they are discriminated against by the Title I alloca- 
tion formula simply l)ecausc they resided and attended school in a 
relatively poor state. 



EFFECTS OF THE FORMULA 

To fully fund the Act to its maximum authorization for all states 
would create the following disparities between selected rich and poor 
states. 

Chart I 

Maximum 1'mr. I AtTMoRiZAtinN to Local EorrAtioN Af.Esrv 
Pkr Educationallv Dfj>rivi>:d Child for 1972 



New York 
RICH Connecticut 
New Jersey 
Rhode hiand 

Kentucky 
t*OOR Arkansas 
Mississippi 
Tennessee 




$6S2M 
$457.5(; 
1495.54 
$447.10 

$983.48 
$383.48 
$383.48 
$383.48 



The Bureau of the Census for 1971 has calculated the per capita 
personal income of the following selected states: 



New York $5,021 

Connecticut 5,032 

New Jersey 4,832 

Rhode Island 4,077 

Kentucky 3,288 

Arkansas 3,03G 

Mississippi 2,766 

Tennessee 3,325 



(U.S. lUireau of Economic Analy* 

sis Survey of Currenl Business, 
August, 1971) 
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For the U.S. Congress in 1972 to luive fully tiinded the program 
as authorized would have resulted in the wide disparities indicated 
in Chart L New York woukl have received $249.12 more per educa- 
tiotially deprived chiUl tliaii would any of the }x)orer states whose 
expenditures were at the national average or below. New Jersey, un- 
der the formula, would liave received over $112 more j^er deprived 
child than tlie poorer states. In die Downs case the Plaintids therein 
acknowledged tliat comparing states* maximum authorizations may be 
somewhat illusory since Congiess seldom, if ever, appropriates the 
maximum authorization. Chart 1, nevertheless, indicates the precise 
effect and impact of the formula as the law prescribes, excluding tcm* ' 
jxirary amenctments and appropriation limitations. 

When the state per cluld formula allotments are compared using 
actual appropriations and excluding temporary amendments, the poor 
states agam receive proportionately much less than the weahhy states. 
(See Chart II for comparisons) 



Chart II 

AMou.sr Api'Roi'RIatkii roR 1 iti.k I Local Euccahon A(jr,NCY Grants pkr Educa- 
noNAi.i.Y Di:privku Cmilu (Without Temporary Amkndment) 1972 



New York ^^^^^M^^^^^^ ^^— $251.80 

RICH Cotiiiecticiu — — $182.10 

New Jersey i^HB^^B^^^H^H $197.24 

Rhode Island ^h^hh^^^h $177.96 

Kenlucky ^1^— ■§ $152.64 

I'OOR Avknnsas — ■— $152.64 

Mississippi MBMMMMB $152.64 

rcntiefisee flBHHIlHHHI $152.()4 



Charts 1 and II show the true cfTect ol* the Title 1 allocation for* 
miila indicating that in ushig either fiillv authorized funding or tlie 
actual appropriation, the etlucationally deprived children in wealthy 
states receive substantially more funds than do the same children in 
poor states. According to the Title I formula the state of New York 
would receive S!)!).H> more per educationally deprived child than the 
state of Kentucky. As one a\\\ readily sec. this amotnit per targeted 
pupil is not a mere "mathematical nicety." The diftcrencc represents 
about percent of Kentucky's entire l itlc 1 allotment per education^ 
ally deprived child. The educational imj)ortance of this wide varia* 
tion in per child allocation can be belter illustrated by noting that for 
a classroom of 2.5 echicationally deprived pupils there is a variation in 
allotments of some .52,475 per year. This much additional money can 
l)e the difference between an enriched and an inferior educational 
program. The disparity created by the Title 1 formtda repre.sents 
a financial deprivation for the targeted children in Marion Countyi 
Kentucky, of no less than .UH'KOOO |^er year, For the five Downs chil- 
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(ben alone, the formula provides over $495 jpcr year less than for the 
same five children it they were attending school in the state of New 
Yolk. If all the 226.878 echicntionally deprived chiklren in Kentucky 
were vaUicd the same by the formula as the ecUicationally deprived 
chilihen in New York, the state of Kentucky wouki receive an ixdiM 
tional Title I allocation of over S22.4 million. 

The actual amounts appropriated per Title I child during fiscal 
year 1972 do not present a true pictmc of the formula under contest 
in the Downs case. Although is is acknowledged that this was the 
amount actually allocated, the variations among states are measurably 
reduced by a one-year temporary "fail safe" clause to prevent states 
with out-migiation of educationally deprived children from receiving 
less than they received in a designated base year. That amendment is 
not continuing, and was. in fact, attached to the Appropriations Act 
and not the body ol the Title 1 formula.* However, even with the 
Amendment, the educationally deprived chihl in New York is given 
§81 more than the same educationally deprived chihl in Kentucky. 

THE TITLE I FORMULA IS NEITHER COMPELLING 

NOR RATIONAL 

In the Downs case the Plaintiffs contend that the government, 
under Title I. has no rational basis to treat these Plaintiffs differently 
from their coumerparts in wealthier states. 

THE HATiOXAL RELATIONSHIP STANDARD 

The government, in Downs, in defense of the Title I formula 
claims that the "rational relationship" standard shoidd be applied 
instead of tlie compelling interest stanihrd. This standard merely 
provides that the classification must be reasonable and must fairly 
and substantially relate to the object of the legislation. 

L The Title I Formula Has No Rational Relationsliip to the 
Expressed Purpose of the Act. 

In defense of the Title I formula, the government claims that the 
rational relationship standard should be applied instead of the com- 
nellitig interest standard. It is the contention of the Downs children. 
Iiowever, that the method of allocation used in Title I is not reason- 
ably related to the purpose oi the Act and cannot even withstand the 
lesser ret|uirement of rational relationship. 

Aid proviiled by the fcdend government to educationally deprived 
children is not a "gift** nor a •'privilege" which the government can 
grant, take away, or treat the recipient unequally. Not only will the 
Courts prevent the government from being a •'Indian giver** but also 
they will restrain the government from being unfair in die distribu- 
tion of its revenues. This is to say, that once the government has 
undertaken to provide a distribution of funils, the recipients thereof 
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arc? entitled to them as a uiatter of ••ri;»lit." (ioldhcrg v. Kelly, ay? U.S. 

(1970); ShafHw v. Thomhson, \m U.S. 618 (19G9); Shtfrbert v. 
l'nnn\ S94 U.S. H9S (I9(i:i); Slocbnm'r 7/. Board of Higher Education, 
U.S. .551 All children in the desi}»natcd ela.s.s are entitled 

to that same 1 ij»ht-nnder the holding in Shclioioer, supra. 

With the declaration ol policy .set lortli in Title 1, the Ciongress 
assmned a resijousihiliiy lot the education ol educatioiiiiUv deprived 
cliihlren in all stales. The Congressional Declaration of Policy stated: 

"In recognition ol the .s|X!cial educational needs o[ children of 
low-income laniilies and the impact that concentrations of low- 
income families have on the ability of local educational agencies 
to support atlecpiate educatior.al prograui.s. the Congre.ss hereby 
declares it to be the policy of the United States to provide fi- 
nancial assistance to local educational agencies servinj^ areas 
with concentrations of children from low-income fanulies to 
expand and improve their educational pro-ams by various 
means which contribute particularly lo nieetmg special educa- 
tional need of educationally deprived children.*' 20 U.S.C. 241a 

Pursuant to the pmpose of educating educationally deprived chil- 
dren, the Congre.ss identified these children uniformly, as a cla.ss, 
among all the states by designating a family low-income factor, 20 
U.S.C, 211c (c). The Congre.ss thereby created a special and discrete 
class of children to whom the benefits of Title I were to accrue. This 
cla.ssification is obviously reasonable and rationally related to the pur- 
pose of the legislation. However, Congress at this point, after specifi- 
cally naming and identifying a discrete class of children, nerniciously 
created an allocation formula which treats equals unequally. In Rey- 
nolds V. Sims. :»77 U.S. (1964), die Supreme Court stated that: 
•The concept of equal protection has been traditionally viewed as 
icquiring the uniform treatment of j[x'].sons standing in the same rela- 
tion to the government action questioned or challenged.'' By Congress 
itself identifying the group of children lo be aided, a primary error 
in San Antonio t;. Hodriguez, as observed by justice Powell noting a 
lack of a disciete class, is removed from Doxons. 

There can be no doubt that the educationally deprived children 
inuler Title I stand in the ".same relation** to the government because 
the Congress has specifically identified the class and the [msom to 
he included in the class, 20 U.S.C. 24lc (a)(B)(2). However, Congress 
thereafter enacted an allocation formula which treated that same class 
unequally. To treat per.sons standing in the same relation to govern- 
ment une(piallv was held unreasonable by the Supreme Court as early 
as 1920 in Roystrr Guano Co. v. Virginia, U.S. 412, when it stated 
that a classification "must be reasonable, not arbitrary, and must rest 
upon some giound of dillcience having a fair and substantial relation 
to the object of die legislation, so that all persons similarly circum- 
stanced shall be treated alike.'* 

In 1971, the Supreme Court, applying the same rational relation- 
ship standard, held an Idaho statute unconstitutional because two 
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persons, staiuling in tlie same relation to government, were treated 
unenually-.«fY7/ v. Heal, 40t U.S. 71 (1971). Therein, tlie Court 
applied the rational ba.sis test to Idaho's legislation wliich provided 
that "males nnist be pielerrcd to leniales" in tlie designation to per- 
sons to administer intestate estates, U.S, 7(i. l lie Court Iield tliat 
the Idaho statute violated tlie Fourteenth Amendment based on sex 
discrimination in that disputes over administration ot tlie estate of 
one who dies intestate could be eliminated by some otiier statute or 
plan without die necessity of relying u\yo\\ an arbitrary classification 
by SI.X. In Reed v. Herd, the Court applied a less stringent test tlian 
the ••coni|x?lling interest test, This less stringent test, or reasonable 
basis test, was used ti> strike down discrimination of a fundamental 
riglit-the right to be hee of sex discrimination. Here, Justice Uurger 
stated tluit the Idaho legislation had no relationship to the objective 
4ir the statute. Furtlier, the Couit stated: 

"In applying that clause [equal protection], this court lias con- 
sistently recognized tliat the Fourteenth Amendment does not 
deny tlie States tlie power to treat dillerent classes of persons 
different ways, (citations omitted) Tlie equal protection clause 
of that .\mendment does, Iiowe^/er, deny tlie States tlie power to 
legislate tliat different treatment be accorded to different per- 
sons placed by statutes into different classes on tlie basis of cri- 
teria wholly unrelated to the objective of that statute.'* supra. 

As in Reed, Title I identifies and creates a class of persons stand- 
ing in the same relation to governinetit and tlien through tlie allo- 
cation formula treats tliem unequally, Wliat relationship to purpose 
does the granting of Title I funds to a poor eligible cliild in the 
wealtliy state of New York have when the basic and fundamental 
education needs of a fwor eligible cliild in die relatively poor state 
of Kentucky are greater? What relationsliip does the formula of Title I 
have to the objectives provided in 20 U,S,C. :5241a "Congressional 
Declaration of Policy"? The above policy certainly is inconsistent witli 
the formula. A strong argument can be stated tliat the formula is in- 
verted and regressive and rather than being based on wealth, the 
formula shoiddL'^e based on need. However, the case of need has not 
been contended by the Plaintiffs in Doxvns xk Marland. 

For instance, the defendants in Downs would assert that there is 
no (piestioii of the existence of some discrimination or variation or 
disparity, but applying Lifuisley t>, Nalnral Carbonic Gas Co., 220 U.S. 
61 (1911), a comparison is made between education involved in this 
case and the New York statute enacted to safeguard the natural min- 
eral springs against waste and impairment. Therein, the Gas Com- 
[lany was engaged in collecting and vending as a separate commodity 
the carbonic acid contained in natural mineral waters existing in a 
common underground reservoir. 

The Court in Undsley held that the landowner was not deprived 
of any rights secured tlirongh the Fourteenth Amendment by the New 
York Statute prohibiting the extracting of carbonic acid gas. 
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••[Tllie statute is lUrecteil against pumping from wells bored 
or ilrilleil into the rock, but not pumping from wells not pene- 
trating the rock, anil ... it is dircctcil against pumping for 
the purpose of collecting the gas anil vending it apart from the 
waters, but not against pumping for other purjxjscs . . V supra 
at page 7H. 

The gas company contended that the statute was arbitrary in 
its classification and tlierelore it was denied the equal protection 
of the laws to whom it affects. The court held that the Jourteenth 
Amendment does not take from the state "the power to classify in the 
adoption of police laws," supra at page 79. 

The Court in lAmlsley listed four tests in determining whether the 
classification was purely arbirary in "such a case/' supra. It wduld be 
shallow if we failed to grasp the meaning of the phrase ''such a case.*' 
The Court was speaking of the right of the state to classify in police 
power cases. There were no mechanics involved or discrimination in- 
tended at a targeted group of school children of our nation. The Court 
concluded that the classification was reasonable because it "may rest 
u|xm some substantial ililference between pimiping from wells pene- 
trating the rock and pumping from those not jjenetrating it . . . and 
this dillerence may alloril a reasonable basis for the classification.** 
supra. 

Besides, said the Court: "I1ie allegations of the bill shed but little 
light upon the classification in question,** supra. 

In Lindsley, the Fourteenth Amendment was in issue over a statute 
which fell within the police pi"vri> of the State of New York. In 
Doxrns. the Court is dealing with a federal statute which does not 
cover an entire classification of children. It covers a targeted group, 
a situation mucii dillerent from that of San Antonio t'. Rodriguez 
well as Lindslry. It attempts to assist local school children by identify- 
ing a si>ecific group of children (ages 5 to 17 in families having an 
annual income of less than S3.000) and apply a formula for distribute 
ing Title 1 funds. 

Under the circumstances in Lindslcy, the Plaintills in Downs 
wouM be die fust to agree that the application of the reasonable basis 
te.st was appropriate. 

Dnndridijrr v, Williams, 3!I7 U.S. 471 (1970) is cited by the defen- 
dants in Downs ;iiul the following particular language has been pin- 
pointed by the defendants therein: 

*in the area of economics and social welfare, a state does not 
violate the Equal Protection Clause merely because the classi- 
fications made by its laws are imperfect/* 397 U.S. at page 485 

To begin with, the Plaintiffs in Donnis have contended that Dan- 
dridjrr is not api)licable to dieir cases because education is of greater 
import and has been of great import to the Supreme Court than cases 
involving welfare payments-compare liroufn xk Ihmrd of Education, 
:{17 U.S, m (1954) with JclJerson v. Hackney, 400 U.S. 535 (1972). 
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In Daudridjre^ ih^ State ol Maryhiiul ciiforcetl a regulation which 
limited Ol im|x)seil an-oveiall eeilinfr ol S250 per mouth as the total 
amoinu of welfare assistance any one family nnit tonltl receive uiulcr 
its aiii to lamilies with ilepenileiit ihildreii |)ro}»rani (AFl)C). As a 
result, while most families received benefits siiliicicnt to meet Uieir 
statLMlefmcd stamlanls of neeil, the lar^e families (whose nceils ex- 
ceeded iJ^fiO jx;r month) received less than their compnletl neeil. 

Thor Plahitills in Damlridge siiccessfidly attacked Uic Fom tccnth 
Amendment initially hut were reversed by the Supreme Court which 
held that the maKiiunm urant re^idation ilid not violate the Four- 
teenth Ameiulnicnt becairse it was of a stnial and economic natiu'e 
and therefore could be reviewed only luuler ''traditional stanilards of 
restrained etpial protection review/' T\\q Coiut stateil that "a statu- 
tory discrimination will not be set aside if any state of facts reasonably 
may be conceivetl to justify it." supra. 

lint the (iourt wem fmther. justice Stewart rccoguizeil the ditfer- 
ence between the regulation of business and welfare anil, although 
he refused to apply a dillerent constitiuioual standartl. lie tliouglit 
the itJj»iilation was aiteniptiiijn U) relie\e the "tlisinceiitive to work* 
however iinpeifecl. In the Court's opinion this made the Maryland 
regulation reasonable. 

For the first time the Court in Dandridge had now decided a case 
involving maxiiinun gram legislation or regulation. And in this re- 
gard, the Ciourt held that since the focus of the act was on the family 
unit ralheY than on individual dependents eligible children born into 
families receiving a maximum grant were not exclutled hvtn cover- 
age but were merely forced to share the same benefits wirh other 
household members. I he Clourt statetl at page 481. n.l6 that the 
"strict rvxnew test applied to a constitutionally protected freedom/* 

Tliercfore. the Court's primary point of law was to indicate that 
the reasonable basis test was used to uphohl the Marylaiul regidation 
liecause there was no discrimination of the family imit which was the 
principal ol)jeet of the regulation. In other wortls. each family utiit 
so designated under the regulation received the maxiiiuiin of $2')i). 
The focus of the regulation had nothing to tlo with an indivitluars 
needs anil there coultl be no tliscriiiiination against families because 
each family tiiiit was treated etjually. 

Ill Downs V, Mnrland. there is a wide tliflcrcnce between the dis- 
crimination alletlgetl by the Plaintilf in Dandridge ami that practicetl 
l)y the goveriuneiit through the use of the formula in Title 1. Not 
onlv does Title I itieiitify a targeted age group of children but also 
it classifies a certain group within those age limits and on a low-incotne 
factor which is SJi.OOO. After the targeted group is identified its mem- 
bers receivetl dilferent benefits l)ecause of where, they happen to live. 
Uutlcr that formula a jxjor cliiltl is nuich better off in the State of 
New York than he would be in the State of Kentucky in terms of 
recipient power. 

'ihe Dnndridge Court simply bought the defemlant's argument 
and applied the reasonable and rational test and found affirmatively 
that (1) the neetis of the maxinunn provisions encouraged gainful em» 
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ploynient; (2) niaintaineil the balaiue between welfare families and 
tlie wage earner; (3) encouraged family planning; (4) allocuted pub- 
lic funds in a manner which woulil meet the needs of the largest nam- 
ber of famines; and (5) treated all family iniits precisely the same or 
equally in the maxinnnn grant range. 

Dafutridgr is markably different from Downs for several reasons: 
First, the unit of classifications utilized by the State of Maryland was 
the family unit but. secoiully. anil t)rol)al)ly more important, the Mary- 
lanil regulation was involved wit i the vague standaril of need con- 
cept which suggest a lack of "jui icially manageable" standards. A|>- 
propriate standards of need are illusive and the courts have been 
traditionally hesitant to substitute their judgtnent on an. area as vague 
as welfare or educational needs. Mchnits xk Shapiro, 293 F.Supp. 827 
(1968) amrmed. 394 U.S. 322 (19fi9). 

In Mchinis children ironi school districts of better than average 
wealth sought more funds than children in other school districts be- 
cause of an alledged greater educational need. The Court therein 
hehl that there were no "judicially manageable" standards on which 
it coidd rely to provide more funds to cliildren in one district than 
in another. 

The issues in botli Dafulridge and Mchinis are, therefore, basically 
difTerent frotn tlie issues raiseil by the Downs children. In both of 
those cases the Plaintiffs asked the Comt to hold statutes unconsti- 
tutional because the Plaintifls iliil not receive more funds than their 
counterpart in the same rlassificalion. The issue of need was not 
raised in Donnis. 1 herein, the Plaintiffs only jJcd to be treated 
equally with other children witliin the same classification. 

Although redundant, it is important to bear in mind the equalitv 
standard wliich the Court focused on in Dandridge and similar stand- 
arils upon which the Plaintiffs requested relief in Downs. The consti- 
tutionality of the formula mider Title I is an issue in Doxons and in 
order to apply the correct standard for judging this formula, the Court 
shoidd consider wliethcr tlie formula classifies the amount a child 
receives Ijy the wealth of the state he happens to reside in. In Dan- 
dridge the entire group of individuals eligd)lc for welfare were ooor. 
The Plaintiffs in Dnndridge were merely attacking the limitations on 
large families to a l)asic monthly allotment without consideration 
given to the tumiber of |)eople in the family unit. Uut in Doxons, t\\c 
Congiess created the statute whicli admittedly discriminates (but ac- 
cording to tlie government, "not st«bstantially"). In Dandridge the 
State of Maryland had no role in the creation of larj^e families which 
was the element which led the plaintiffs to com{vlain. And yet, the 
element which brought the plaintiffs in Downs to the bar of justice 
was born of our Congress and thrust n]>on a disadvantaged minority 
through the Title 1 lonnula. The class effected could not prevent 
the results of discrimination, as could the effected clas«: iti Dandridge, 
said the Court therein. Justice Stewart recognized in D.ndridge that 
education is not completely an economic ana social welfare issue: 
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nomic field, not alfecthig Ireeiloms guaranteed by the Bill of 
Rights that claims violate the Fointetntli Amendment only 
because the regulation results in some disparity in grants from 
welfare payments to the hngest AFDC families/* Dandridge v, 
Williams. 397 U.S. 471 at page 484 

In a dissenting opinion, Justice Marshall indicated tliat he was 
grateful that the majority w;is protecting all of the fundamental in- 
terests of tlie plaintiffs thnein and that he was sure tliat all the plain- 
tiffs liad to Worry about tliereaftei was merely tlie acquiring of enough 
funds for basic needs of clotiiing, slielter and foodl 

In Richardson v. lidchn, 401 U.S. 78 (1971) the Court applied 
the rational l)asis test citing tlie Dandridge case, upholding tlie con- 
stitutionality of tlie disal)ility provisions of the Social Security Aci 
which were rechiced because the PL'intilf there was a recipient of State 
Workmen's Compensation benefits. The Plaintiff alledged that this 
was unconstitutional denial of the due process rights under the Fifdi 
Amendment. 

The government in llichavdsou v. Itclchcr, supra, defended the 
practice as being reasonable and rational because without the offset, 
a typical worker injured in the course of his employment would re- 
ceive benefits in excess of liis take home pay prior to his disability. 
The government contended that such a situation enduced the worker 
to become non-employaljle. 

The Court states at page 79: 

*'If the goals sought are legitimate, and the classification 
adopted is rationally related to the achievement to those goals, 
then the action of Congress is not so arbitrary as to violate the 
Due Process Clause of the Fifth Amendment.'* 
**VVIiile the present case, involving as it iloes the federal statute, 
does not directly implicate the Fourteenth Amendment K(jual 
Protection (Clause, the classification that meets the test articu- 
lated in Dandridge is perforce and consistent with the Due 
Process requirement of the Fifth Amendment/' (i:iting Itnlliuii 
V. Sharfjc, 347 U.S. 497 [1951]). 

The Ckjurt in Richardson xk Itckher, went furtliei* at page 79 and 
stated the following: 

**To characterize an .Act of Congress us conferring a 'public 
benefit' does not, of course, immunize from the scrudny of the 
Fifth Amendment." 

As we relate Richardsofi v. Itelcher to Title I funding formula, it 
should be noted that in Richardson the Federal government assumed 
the role of equalizer by bringitig the disabled Social Security recipi- 
ents up to an established amount per month of S329.70. Were the 
State of West Virginia unable to produce us great a Workmen's Com- 
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|)cnsiUion benefit, tlicn tlio leileial coiitrilnitioii would increase, thus, 
eqiuili/iujr tlie Innd available to llic recipient. Just the opposite is 
true uuiler llie Viik I Ibrnnila. I'lie more a state expends the more 
it is granted hi)in the leileral government. I'lie poor stale cannot ex* 
penil as nniili. and tlierelbre it receives less. Inversely, the wealthy 
state has the aliility to extend more and so it receives more. Thus, 
the rehitionship between Riclumlson anil Itrlcliar and the Title 1 
lornuda becomes even more graphic in terms oi the op{}osing roles 
of the government. Under Title I the lederal government is cast in 
a role oi the diseipiali/er and diseipiali/alioti increases as the disparity 
of wealth between the states is increaseil. 

In b'lemmiug v. \osior, SliS U.S. (iOS, (19(50) the Plaintiff, after 
.iccruin;.. ohl age benelits» was deported because ol niembershi|) in the 
conmnt.iist party, a condition prohibited by the Social Security Act. 
rhe Piaintifis contended that his deportation was unconstitutional 
and the curtailing of accrued old age benefits was a violation of his 
Fifth Amenilment rights. The Court held that the Social Security Act 
which cm tailed said rights was not unconstitutional in that there was 
no arbitrary classification lacking in rational justification that would 
render the statute invalid. 

The Court concluiled that there was obvious relevance to the pur- 
pose of the act from the fact that the Plaintiils held residence abroad^ 
was a deixjrtee and presumably a foreign resident. In this regard, the 
Court stated: 

"One benefit which may be thought to accrue to the economy 
from the Social Secmity system is the increased over-all national 
purchasing power resulting from taxation of productive ele- 
ments of the economy to provide payments of the retired and 
disabled who might otherwise be destitute or nearly so, and 
who woidtl generally spend a comparatively large percentage 
of their benefit payments. This advantage would be lost as to 
payments made to one residing abroad." U.S. at 618 

Further, the Court found that it was irrational for the Congress 
to conclude tliat the public purse of the United States would not be 
utilized to contribute sup|x)rt to those de|x)rted or residing in another 
country. 

Applying tlemmin^ v. Nvsior to Title I, we are confronted with 
an entirely dilfcrent situation. The children living and attending 
scliool in Kentucky and other |X)or states are very much a part of the 
United States, its economy, and its future* The purse of our country, 
today as well as tomorrow, de|>ends upon the educ«ition these children 
receive and to deny them equal educational benefits would undoubt- 
edly have a profound detrimental effect on their private lives as well 
.IS on die welfare of the country as a whole. 
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il. The Funding Formula for Title I is Subject to the Due 
Process Clause. 

(a) iNTRODfCIIiON. 

In Shapiro v. Thompson. :594 U.S. G18 (HWy), the Court struck 
down a one year residency icqnirenient imposed by a state upon 
welfare applicants as a condition for obtaining benefits. One of the 
principal arguments advanced h) the state Was that: "It had a valid 
mterest in preserving the physical integrity of its programs/' 391 U.S. 
at page The Coint rcs|)onded as follows: 

'*Bnt a state may not accomplish such a purpose by invidious 
distinctions betxveen classes of its citizens. It could not for ex- 
ample reduce expenditures for education by barring indigent 
children front its schools/' supra (emphasi.s added) 

Thereafter, the Court in Shapiro rejected the rational relation- 
ship argument advanced by the state which allegedly connected the 
waiting period and the state's ol)jectives. The Court held that by 
moving into a new state, or the District of Columbia* an individual 
was ''exercising a constitutional right and any classification which 
serves to penalize the exercise of that right, unless shown to be nec* 
essary to promote a comtx^lliug governmental interest is unconstitu* 
rional/* supra at )>age ()34. 

The Court in Shapiro cv^ncluded the Opinion: 
"The waiting tjeriod requirement in the District of Columbia 
Code ... is also unconstitutional even though it was adopted 
by Congress as an exercise of fetleral {xiwer. In terms of feoeral 
power the discrimination created by the one*year* requirement 
violates the Due Process Clause of the Fifth Amendment. 
**nV]hile the Fifth Amendment contains no equal protection 
Clause, it does forbid discrimination that is so unjustifiable as 
to be violative of due process.'* Schneider v. Rusk, 377 U.S. 163, 
168 (1964): Boiling v. Sharpe, HI U.S. 497 (1954)." 

In Hemming ik Adams, 377 F. 2d 975 (1967) the Court stated at 
page 977: 

**The U.S. Constitution does not secure to the ap|>cllant the 
right to an education; rather the Constitution secures the ap- 
liellant's right to equal treatment where the state has under* 
taken to provide public education to the |)erson within its 
boundary. ' 

If the Congress has undertaken to provide funds for public edu* 
cation, it has the duty to do so in a manner consistent with due pro* 
cess of the laws under the Fifth Amendment in order to afford the 
same protection to the targeted school children under Title I regard* 
less of tlieir state's wealth. 
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III. The Culturally Deprived Child's Education is Based on 
Wealth Under the Title I Formula. 

Citing Harper v. Virghiia State lid of Elntiom, 383 U.S. 663 
(igcti), the Serrano opinion at page 1250 stated that lately **the Su- 
preme Clourt has demonstrated a marked antipathy towards legislative 
classifications which discriminate on t^e basis of certain 'suspect per- 
sonal characteristics/ *' In Harper f!ie high court stated that 'lines 
drawn on the basis of weaUh or property like those of race (citations 
omitted) are traditionally disfavored/* 383 U.S. at 668, 

Harper added: 

••To introduce wealth or payment ol a lee as a measure of a 
voter's qualification is to introduce a capricious or iirelevant 
factor/' supra. 

Harper also stated that once wealth is determined to be u claBsi* 
fication it becomes suspect "and thereby demands a more exacting 
judicial scrutiny/' 383 U.S. at 668. 

Altl:ough die Supreme Court has given s{)ccial attention io cases 
involving race and wealth, this does not mean that the particular 
classification was stricken. It is the effect that the classification has 
on the interest which has determined the Court's treatment. For in- 
stance» to classify by wealth tor purposes of voting is unconstitutional. 
Harper xk Virginia Bd. of Elections, 383 U.S. 663 (1966). But the Court 
held diat to classify by wealth for purposes of progressive taxation 
is constitutional. Similarly, to classify by race for purposes of marriage 
is unconstitutional, Loving v. Virginia, 385 U.S. 1 (1967); but to do 
so for school integiation purposes may be valid. 

Professor Bernard Schwartz in his Constitutional Laxo, A Text- 
book, (1972) discussed unreasonable clvsifications stating: 

•'The most important traits coming within the concept of in- 
herently unreasonable classifications are connected widi the 
broad notion of human equality. Whatever else that notion 
may mean, it includes denial that differences in race or creed, 
wealth or status, or sex are legally significaal These differences 
aie all constitutionally h relevant-mere accidents of birth or 
condition, which lade into insignificance in the face of our 
cqtutnon humanity. 1 o such difference, the law must remain 
blind, not distinguishing oi. the basis of who a person is or 
what he is, or what he possesses. 

From this ix)int of view, the Irst Justice Harlan made his cele- 
brated assertation that •our constitution is color-blind.* (dis* 
senting in Plessy v. Ferguson, 163 U.S. 537, 559 ^1896)). But 
that same constitution is also creed-blind, tvealtthhiiml status- 
blind, and sex-blind. The law reganls man as mati and take.^ 
no .Kcount of those traits that are constitutional ir relevancies. 
Law that classify on the basis of such traits must be repug- 
nani to ecpial protection/* (emphasis added) 
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At this |x)int our inquiry must turn to the hcnefits which the vari- 
ous targeted j^oups ol school cliildren in their respective states receive 
under the Title 1 formula that will justify uneciual treatment of the 
admitted disparity. These reasons may he ncrtcivcd by Congress to 
justify the classification by wealth as it did \\\ llemiug v. Nestor, 363 
U.S. 60S (1960). The Court held therein that the plaintiff forfeited 
his old age benefits under the Social Security Act by joining the Com- 
munist Party and being deported as a result thereoL 

But under Title I, what purpose is being served by the disparity 
in the formula? We assume that wealth is a criterion for th*: tribu- 
tion of more money to such states as New York, Illinois, k Cali- 
fornia than to states such as Kentucky, West Virginia, and Nev/ Mex- 
ico. Is it just by chance that the latter three states are rural and agiar- 
ian in nature as compared to the former three states being more 
urban? Or is it not a truism and common knowledge that revenues 
raised by New York, California, and lUionis for school purposes are 
greater because there is more per capita income in those states and 
that there is more wealth to tax in those states and that, as a direct 
result thereof, there is a greater input into the educational systems of 
those states and that such inputs add gteatly to the educational ad- 
vantages of their children as compared to the school children of Ken- 
tucky, 'Vest Virginia, and New Alexico? Because of all of the fore- 
going, the formula in Title I rewards the educationally deprived 
chihuen in the wealthier states (who have an average annual ex- 
penciture per child above the national average) with more dollars 
than the same targeted group of educationally deprived children 
in states whicli exj^end less tlian the national annual average per 
pupil expenditure such as Kentucky. 

The constitutionality of Title I in Dotons v. Marland i^ not bemg 
fought on die question of need as it was in Mclnnis v. Shapiro, 29S 
F.Supp. 327 (N.D.Ill. 1968) aff'd suh nom. However, it must be Si\> 
parent that the Title 1 funding formula is really inverted and 
amounts to recessive legislation. For instead of assisting to a greater 
extent the recipient school children in the state of Kentucky and 
other woxer states who enjoy less dollars for education from their 
state, the Title I money is tlistriljuted to recipients in New York, ad- 
mittedly in greater proportions. The need of the targeted school chil- 
dren in Kentucky is obviously more. Educational input as it affects 
each of the school children in Ketuucky is less. The fornnda admits 
this. The state of New York has gicater input tier school child and 
is able to provide and afford greater educational benefits as a direct 
result of its wealth. And yet the need is greatest wliere the wealth 
is least. 

There are many factors isolated by tiie opinions of the Courts 
which may be used in identifying unconstitutional classifications: 

1. Whether the poiip whose interest is injured and so |K)litically 
disadvantaged that it cannot adecpiately protect its own interesf fiom 
excessive and unjust impairment, Railmv Express Agency, Inc. v. 
Neto York, 336 U.S. 106, 112 (1949). Tlierein, justice lackson stated 
that: 
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"'Special cave must l)c cxciciseil when the minority is such that 
it is unicalistic U) rely upon 'the operation of those i>oliticaI 
processes ordinarily to he relieil upon to protect minorities.' " 

At least two lederal courts have identifieil the |K)or as a minority 
which is too ilelenseless to be able to enforce aileiiuately its rights. 
liolhsieiu V. ]V\num, m F. Supp. m, Ml (S.D.N.Y. 1969), tmcaled 
ntid rnmu<tctt, 'm U.S. 27.'? (1970); Hohsun v. Hansen, 269 F.Supp. 
401, 508 (D.D.C. 196/) ajf'd siih uom. Smnck v. Hobson, 408 F.2d 175 
(D.C. Sir. 1969). 

2. Whether the very act ol classification will deter the exercise 
id constitutionally protecteil rights by denying satisfaction of an im- 
portant want to those who have recently exerciseil one of those rights; 
hiapiro V. Thoml)sou, H94 U.S. 618 (1969). Our situation appli.-s just 
.IS it did in the welfare resiliency requireiuent case. 

3. Whether the classifying trait is one over which the alfecteil in- 
<lividual has no control; Levy v. Louisiana, 391 U.S. 68 (1968), Glona 
V. American Guarantee i" Liability Ins. Co., m U.S. 73 (1968) (II- 
legitimacv). Race also falls into the category ol imnuitable traits. 

4. Whether the classification may stigmatize a group discriminated 
affainst, liroivn v. Board of Education, 347 U.S 483 (1954). 

And in Skinner v. Oklahoma, 316 U.S. 535 (1942) the Court struck 
down a law distinguishing larcenists from embezzlers for purjwses of 
mandatory sterilization, holiling that there was no factual basis for 
such a distinction. Despite the fact that this classification was not 
sus|x:ct it still was "invidious" as a standaid for depriving some peo- 
pie of a fundamental interest because there was no factual link be- 
tween the classifying trait and the state's alledgeil objective. 

(The foregoing analysis was taken from 84 Harv. L. Rev. 1, 66- 
67 (1970)). 

The first unconstitutional classification applies to Title 1 in that 
the tjnlitically disadvantageil group is comjxjseil of |)oor school c'hil- 
ilreii. The Title I formula refers to this gr-up as "educationally de- 
priveil school children * and as this paper points out the school chil- 
dren have been the subject of special protection by the Court. 

As concerns the second factor in identifying the suspect trait above, 
we raise tlic issue of wliether or not education is a fundamental inter- 
est. But we do not coiisiiler the issue of fundameutality critical since 
government must treat |x;rsons standing it? the same relationship with 
government equally. The Court must decide whether there is a denial 
of due process i ights by failure to distribute equal funds to like classes 
jf children based on state wealth. It cannot be denied that sjiccial 
programs paid for by Title 1 funds benefit recipient school duUlren 
In tlie wealthier states to a higher degree than they do in the state ol 
Kentucky or at least in those states whose annual average per stuilent 
expenditure exceed; the national average. 

Concerning the liinl factor, the children in the poor states have 
iiu control over the distribution of funds uiuler Title I. They r in- 
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not help tliemselves as the phiiiuilfs could in Dandvidge xk Williams, 
397 U.S. 471 (1970). 

Finally, concerninirr the tointh factor used in identifying a suspect 
trait, certainly language in Srrmio v, Pmst, 4H7 P.2d 1241, at page 
1259 (1971) applies: 

*'[rt has been suggested that 'a poor child assi^ned willieMiillie 
to an inferior state scliool takes on the complexion of a pris* 
oner, complete witli a mininnnn sentence at 12 years.' " (citing 
Coons, Clune & Sugurman, 57 Cal. L. Rev. 305 at page 388) 

Tlie Title 1 formula under contest classifies children on the basis 
of wealth. Per pupil ex]>cnditures of the states are undeniably re- 
lated to the wealth of tiie states as indicated in the previous charts. 
Further evidence that high and low expenditures are a function of 
wealth can be sliown by simply correlating state i^er pupil expendi- 
tures for all 50 states against tlie states* per capita personal income. 
Radicr conclusively, these data sliow a correlation of over .7 which 
is si{;nificant at the .01 level. In other words, the jiossibiUty of this 
relationship liappening by chance is less dian one in a hundred. To 
categori/e children in u targeted ]X)pul)tion according to the expendi- 
tures of their state for education is to make the cluld*s education a 
function of the wcaltli of tlie st^te. l*o provide funds proportional 
to die state's fiscal inability is certainly a factor which is irrelevant 
to the education of an educationally deprived cliild. While it may 
be rationally argued that a child from a poor state should be given 
more federal funds in order to equalize exi>enditures between poor 
and wealtliy states, there is no constitutional justification for the fed- 
eral government to allocate less money to tlie children from poor, low 
exi^nditine states. 

The unequal treatment of ec^uals is therefore clearly jiresent in 
the Downs case. Tlie cliildren are identified by l*itle I criteria as being 
educationally deprived from low^income families. The criterion (chil* 
dren ages five to seventeen from families with incomes of $3,000 or 
less^ for identifying these children is uniform among all states, as es- 
tablished by Clongrcss itself. However, once the chiliiren needing this 
s]:>ecial educational assistance are identified, the Title I formula pro< 
ceeds to treat the children within the class differently. Those educa- 
tionally deprived children from wealthy states are given more money 
than those from poor states. 

The Forviuln in RcvieuK The uniqueness of the case at bar is that 
die Congress, through the Title I formula, specifically circumscribes 
a specific class of children to be the recipients of federal aid and then 
it without reason or rationale discriminates within the class. This in 
itself is sulTicieiit to hold the act unconstitutional if the time honored 
standard of e(pud protection, *'equal treatment of equals/* is followed, 
whether the court subscribes to either the "compelling interest" or 
the 'Vational relation" standard. The discrimination is certainly in- 
vidious when one considers diat the government does not just treat 
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the chitdreti iine(|ually, but there is a pattern to its inequality, it pro- 
vides the rich more and the ixiui less. 

IV. The Protection of a Discrete Class of School Children, 
Should Receive the Court's Special Solicitude. 

Coofis. Clunv Sufrannan. 57 CaK L. Rev. 305. 389-391. state tliat 
there is a case lor treating children as people in a victimized class. In 
Brent v. MassachiOieUs, 321 U.S. 158. 165 (1944). the Comt stated: 'It 
is the interest o[ youth itsell. and ol the whole community tliat chil- 
dren be both saleguarded from abuses and given opportunities for 
growth into free and independent well-developed men and citi/ens.'* 

Under Title I. we are not only dealing with children but a targeted 
group of ''educationally deprived children**— poor children. And the 
argument in favor of the children as a special handicapped class takes 
on greater moment when considering that, within that class, special 
funds are distributed to them based on state wealth. 

This problem was considered in 82 Harv. L. Rev. 1065| 1124 (1969) 
"Developments in the Law— Equal Protection (a) Suspect Classifica* 
tions**: 

''Consequently, when ix>litically disadvantaged mitiorities arc 
affected, the legislative judgment should be more critically re* 
garded for such disadvantaged groups yield less influence in 
legislative coimcils than their proportion in the ix)pulation 
would seem to warrant.** 

The footnote to the above quotation is <ilso noteworthy: 

•'That minorities might be imable to Pnd protection in the po- 
litical process and that therefore the Court might appropriately 
regard their interest with special solicitude was in fact sug- 
gested by Mr. Justice Stone in his famous footnote to the 
United States v. Carolene Prod. Co. 304 U.S. 144, 153 n. 4 
(1938): '[Pjrejudice against discrete and insular minorides may 
be a special condition which tends seriously to curtail the op- 
eration of those })olitical nrocesses ordinarily to be relied upon 
to protect minorities, au. which may call for a correspond- 
ingly more searching judicial inquiry.* See Hobson v. Hanseti, 
269 F. Supp. 401. 507-08 n 198 (D.D.C. 1967). aff'd. sub. nom. 
Smuck V. Hobson, No. 21. 167 (D.C. Cii . Jan. 21. 1969). In this 
sense, those whose political strength has been diluted either by 
lack of home rule as in Hobson or by malapportionment may 
be seen as members of a disadvantaged minority. Widi regard 
to the proper scope of judicial review. Eugene Rostow has re- 
markecf: 'The freedom of die legislatures to act within wide 
limits of constitutional construction is the wise rule of judicial 
policy only if the processes through which diey act are reason- 
ably tlemocratic* Rostoxu, The Democratic Character of Jxidi^ 
rial Review, 66 Harv. L. Rev. 193, 202 (1952)/* 
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The above article added that race and lineage are .such basic char* 
acteristics ''over which an individual has no control and for >vhich 
he should receive neither blame nor reward/* supra at page 1 127. How* 
ever, Plaintills in Uoxvns contend that there should be added to these 
characteristics the targeted group of school children identified by an 
Act of Congress. Thesf individuals likewise have no control over the 
manner in which the Title I nmuies are distributed and they should 
not be blamed or clisparajj[ed by the Title I formula with respect to 
the amounts .dlotted the targeted group living in Kentucky \^lien 
compared to those same targeted children living in New York, 

V, The Due Process Clause of the Fifth Amendment Applies 
to Invalidate the Title I Formula. 

Despite the fact that the due process and equal protection clauses 
are not always iutfTrhangcable as indicated in Bolltng v. Sharpe, 847 
U.S. 499 (1954), die present situation warrants invocation of sub- 
stantive due process. 

As it applies to the Title I formula the critical language in Boiling 
7/. Sharpe is as follows: 

''In view of our decision that the Constitution prohibits the 
states from maintaining racially segregated public schools^ it 
would be unthinkable that that same Constitution would im« 
pose a lesser duty on the federal government.'* supra. 

The government would contend that because the equal protection 
and due process clauses are not always interchangeable phrases (keep* 
ing in mind that the equal protection clause is explicit and that the 
due process clause is implicit, states Boiling Sharpe), that die hold- 
in^ in Boiling does not require that all federal laws adopted for le- 
gitimate social purposes be subject to as strict an equal protection 
analysis as state legislation under the Fourteenth Amendment. But 
the government cannot show that legitimate social purpose is served 
in Title I by classifying edticationally deprived children according to 
wealth. 

Because of Boiling v. Sharpe, 347 U.S. 497 (1954) and Shapiro v. 
Thompson, 394 U.S. 618 (1969). each of which cases fell on the heels 
of similar cases from state jurisdictions under the Fourteenth Amend* 
mcnt, the government could contend that, unless the case is a com* 
ianion case in a similar state situation, the due process clause cannot 
X)ssibly apply to the invidious discrimination fostered by the Tide I 
brmula. This theory is, on its face, void of any legal merit. No cases 
can be cited to suppiort it and one could easily have stated that, since 
Boiling v. Sharpe and Shapiro v. Thompson were decided in the 50*s 
and 60*s, the law should not be otherwise in the 70*s and 80*s. 

There are numerous cases outside the District of Columbia in 
which the Courts have applied the Due Process Clause. To such cases 
the Supreme Court has required that the state show a lack of any 
other alternative to accomplish its legislative or regulatory goals. Gati* 
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treaux v, Romnty, 448 F.2tl 731 (1971); Skinner v. Oklahoma, 816 
U.S. 535 (1942); Yick Wo v. Hobkins, 118 U.S. 356 (1886); Griffin v. 
Illinois, 351 U.S. 12 (1956) and Reynolds ta Sims, 377 U.S. 533 (1964). 
Certainly here the teileral gi>veriniieiu lias th<* ^'ely reasonable al- 
ternative ol treating all the culturally deprived chilthen equally by 
allocating each the same amount of money. 

The government may lurihcr argue that the Filth Amendment is 
not applicable to the safeguarding against discrimination based on 
wealth and would state that (he Plaintifls* argument in Daxons ignores 
the Court s assertion in Rolling v. Sharpe, 347 U.S. 497 (1954), that 
the guarantees under the Fifth and Fourteenth Amendment are not 
coextensive. 

But there are no cas^s to indicate that the Fifth Amendment guar- 
antee of due process does not protect the interest of education when 
discrimination is fostered on school children through an Act of Con- 
gress which refers to said children Jis '^educationally deprived under 
a wealth classiBcation.'' 

It is true that the Equal Protection Clause in the Fourteenth 
Amendment is more explicit than the Due Process Clause of the Fifth 
Amenihnent. This simply means that what is protected by the equal 
protection clause in the Fourteenth Amendment is not implied. 

In Shapiro v. Thompson, 394 U.S. 618 (1969), the Supreme Court 
applied the Due Process Clause in holding a one-year waiting period 
for welfare assistance unconstitutional. Here the District of Columbia 
waiting period 1 been adopted by Congtess as an exercise of fed- 
eral power. As to Uu application of the Due Process Clause the Court 
said: 

'In terms of federal power* the discrimination created by the 
one-year requirement violates the Due Process Clause of the 
Fifth Amendment. 'While the Fifth Amendment cont<iins no 
equal protection clause, it does forbid discrimination that ''un- 
justifiable as to be violative of due process** * [Citations omit- 
ted]. For the reasons we have stated in invalidating the Peniv 
sylvauia and ^Connecticut provisions, the District of Columbia 
provision is also invalid-thc Due Process Clause of the Fifth 
Amendment prohibits Congress from denying public assistance 
to pour persons otherwise eligible solely on the gronnd that 
they have not been residents of the District of Columbia for 
one year at the time their applications are filed/* 394 U.S. at 
642. 

While the situations aie certainly not identical the words of the 
Supreme Court in Shapiro bear striking application to the Title I 
formula. The targeted children in states, at or below the national 
average, are denied equal Title I funds solely on the giounds that 
they reside in a ixjor state. The elements of poverty and residence 
are present in both situations. 

This argument was reinforced in Ciautreaux v. Romney, 448 F.2d 
731 (1971). Here the United States Court of Appeals lor the Seventh 
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Circuit held that the Department o[ Housing and Urban Dcvelopmeni 
had knowingly acquiesced in (^hicago Housing AuUiority\s discrimi* 
natory housing program. HUD viohited the Fitth Amendment by its 
approval and hmding ol segregated (4HA housing sites. Althougli 
Ciaxitreaux involves racial segregation, it is nevertlieless a clear ex- 
ample of the power ot tue courts to invoke tlie Due Process Clause 
to prevent discrimination by an agency of the federal government. 

The discrimination in the Title 1 formula bears striking parallel 
with tlie Hobsnn cases, 209 F.Supp. lOl, affirmed, sub nom. Smtick v. 
Hobson, 132 U.S. App. D.C. 372. 408 F.2d 175 (196t^) en banc: Hob^ 
son V. Hansen, 327 F.Supp. 844 (1971). emanating from the District 
of Columbia. In both situations the court invoked the Due Process 
Clause of the Fifth Amenihnent to liold racial and economic discrimi- 
nation in the District of Columbia public schools unconstitutional. 
The first Hobson case in 1967 did not require equal expenditures 
among the schools ol Washington, D.C, but assumed the other por- 
tions of its decree lequiring desegregation and proscribing tracking 
of students would have the secondary effect of e(iuali/ing the overall 
resource allocation among the District's public schools. Tlie financial 
equalisation of ex[)enditures did not, however, come about automati- 
cally. In 1970, the plaintiHs in Hobson II, 327 F.Supp. 844, (1971) 
requested a snecific remedy to alleviate the disparity in per pupil ex- 
jcnditures which continued to exist. The court found a pattern oi 
ligher expenditures per pupil among the schools in the more aflluent 
sections of the District. In arriving at this finding the court merely 
analysed the expenditure patterns, in much the same pattern as under 
Title I, and concluded that: 



. . these figures make out a compelling Imma facie case that 
the District of Columbia school system ofx^rates discrimina- 
torily along racial and socio-economic lines (emphasis added) 

The Words '\s(Kio-econoniic'* are empliasi/ed because ot their ohvi« 
ous applicability to the children discriniinateil against under Tide 1. 
In the District of Columbia the schools in the wealthier areas of the 
city had both higher expenditures per pupil and also liiglier achieve- 
ment test scores, Hobson v. Hansen, supra, p. 858. The Court in Hob* 
son not only invoked due process of the Fifth Amendment to liohl the 
District's financing system unconsiitntional. but it further proposed a 
remedy which maiidaied tliai the school board not deviate more than 
five percent from the mean per pupil expeiulitures for teachers* sala- 
ries and benefits. The situation in the District of Columbia is to a 
great extent a microcosm ol the nation as viewed in Downs v. Mar* 
land. It sliouhi be again pointed out Uiat the high expenditure and 
wealthy states of the North and West are also the higit ucliievenient 
states, indicating a nationwide pattern of afllueiice* higp ex|jenditures, 
and 8U|>erior knowledge wliich is reinforced and increased by the 
Title I forninla. 'I herefore, there is substantial reason to invoke tlie 
*'Due Process Clause" of the Fifth Amendment to correct this grave 
and invidious discrimination. 
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THE GOVERNMENTS RATIONALE FOR TREATING 
EDUCATIONALLY DEPRIVED CHILDREN UNEQUALLY 

In Doiifus V. iMarland, tlif }»ovtMnniciit advanced three basic rea- 
sons in attempting to constitutionally justify the Title 1 furnmla. 

The fust and lomnost aiKunient is that *1t costs more to provide 
the same attention to the deprived chikl in a high cost of hving state 
thitn it dues in a low cost of living state." This is the same argument 
advanced by many wealthy school districts when faced with the ne- 
cessity to defend their educational affluence. Even though one might 
perceive this to be t!'ue in tlie district, there is simply no evidence 
to indicate that the fxjor state with low expenditures has as good an 
educational program as a rich state with high ex|)enditures. In Afc/n- 
nis V. Shapiro, 293 F.Supp. .H27, 331 (1968), the federal district court 
commented that: *Tresumably, students receiving a $1,000 education 
are better educated than those acquiring a $600 schooling." 

Certainly, it would be foolhardy to maintain that less money 
would result in better education. Only last year, an Associate United 
States Commissioner of Education in a speech before the Great Cities 
School Council etlectively denied the government's contention that 
richer states should receive more because they have an alledged higher 
cost of living. He &aid: • 

**Wide variations in school expenditures exist within and 
among states. These variations often result from the differences 
in financial resources available to different communities . . . . 
Although research has not demonstrated the precise relation- 
ship between the amount of money a community spends on 
education and the quality of its schools, it is assumed that larger 
ex()enditure$ generally produce better education." (emphasis 
added) Duane J. Mattheis, The Emergency in School Finance, 
Council of Great City Schools. March 15, 1972, Washingtont 
n.C, p. 4. 

The Associate Commissioner's refutation of government's cost of 
iiving argument is echord by a federal district court in Margrave v. 
Kirk. 313 F. Supp. 944 (1970); vacated and remanded on other 
grounds sub. nom; Askew xk Margrave, 401 U.S. 476 91 S.Ct. 856 (1971), 
the Court said: 

•it may be that in the abstract the difference in dollars avail- 
able does not necessarily produce a difference in the quality of 
education. Hut this abstract statement must give way to proof 
to the contrary." 

Witli most of the poorer low expenditure states in the South, and 
tiie wealtliier, high expenditure states in tlie North and far West, it 
would be logical to assume that if the government's argument is true, 
that the educational systems of these areas of the country would be 
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aiual in quality ami pioilutt regaidless ol expciulltuie. In other 
words* the diftereiue in the exi>enditnres lies in the high cost o£ liv- 
ing rather than in superior edncational programs. This assertion is 
c'ontiadictcd by data honi the hnnous Coleuian (janies S. Cole- 
man, et al., Equality of Educational Ofylyortmily, U.S. Government 
Printing Office, Washington. I)X:., 1966. pp. 219-220) report. Regard- 



**The regional variation is rather consistent for both Negioes 
and whites. Consistently lowest for both groups is the nonmetro- 
politan South. Consistently highest is the metro|K)litan North. 
In general both whites and Negioes show higher achievement 
!n the North and West than in the South and Southwest, and 
l)ighcr achievemeiit in metro]x)litan areas than outside metro- 
IMMitan areas.** 

*Tbe regional variation is much gieater for Negioes than for 
whites. The achievement disadvantage suffered by whites as a 
result of living in the rural South compared to the urban North 
is three or four points in the standard scores, or about ii> per- 
centile jpoints in the distribution of white scores. The achieve- 
ment disadvantage by 12th gi'ade Negioes as a result of living 
in the rural South compared to the urban North is seven or 
eight [)oints in the standard scores, or about .10 percentile 
points in the distribution of Negio scores.** 



This study suggests that wealthier, high expenditure, northern 
states are also the states with better education programs and products. 

The Bureau of Labor Statistics of the U.S. Department of Labor 
has no data to support the cost of living argument by the government 
(See: The Consumer Price Index, A Short Description, 1971, U.S. De* 
partment of Labor, Bureau of Labor Statistics). The Bureau produces 
no Consumer Price Index for any state. About the only data which 
are available are between and among metropolitan areas. Coleman's 
data, however, would indicate that it is metropolitan areas which 
have die highest pupil achievement, (fohn E. Coons, William M. 
Clune, HI and Stephen 1). Sugarman, Educational Opportunity: A 
Workable Constitutional Test for State Financial Structures, Vol. 57 
Calif. L. Rev. 303. April, 1969, p. 310. See also: Bowles and Levin, 
The Determinants of Scholastic Achievement-An appraisal of Some 
Recent Evidence, 3 J. Human Resources, [1968] have commented: 
'Thus far, no one has come near demonstrating the actual cost*benefit 
relation of educational expenditures.** 

I'he data today just c^o not support the cost of living interest ad« 
vanced by the government to justity providing more funds to wealthy, 
high expenditure states. All evidence, in fact, is to the contrary, where 
we find high expenditur we also Bnd better education and superior 
educational products. From the evidence, or lack of it, no one can 
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rationally assume that more dollars do not buy a better education 
or tliat less dollars buy an equivalent education. 

The second arRument advanced l)y the government is that the 
Title 1 fornuila operates as an incentive lor states to appropriate 
more state and local resources to pul)lic education. This assertion 
could be true except for two ol)vious facts to the contrary, the first 
ol which is the iormula itself. Under the formula a .late can now 
reduce its expeniliture to nothing and it will still get the national 
average. Incentive is, therefore, obviously not a rational defense be- 
cause the fornnda itself contradicts this purjx)se. If incentive were the 
justification, the formula would only be an incentive for those wealthy 
states already al)ove the national average. As for tlie poor states, it 
is not reasonable for the Congress to assume or by formula attempt 
to force the states of Kentucky or Mississippi to put forth nearly twice 
the fiscal effort of the wealthy states to raise equivalent expenditures 
per pupil. To place such an imposition oti the fxior state is not fair 
to the school child or the taxpayer. 

The second reason tliat we can safely assume that the basic Title I 
formula was not intended to l)e an incentive grant is that the Con- 
gress, in fact, enacted a separate provision in the Title I law to pro- 
mote incentive. This }x)rtion of the Act was Part B-Special Incen- 
tive Grants, 20 U.S.C. 24 Id. If the Congress intended the basic grant 
to be an incentive grant, wliy did it feel it necessary to provide an- 
other separate, unrelated formula to encourage state nicentive? Under 
this provision, which is strictly designed to encourage tax effort, the 
fiscal al)ility of the state is taken into account. This is accomplished 
by establishing an effort index not only from expenditures, but also 
the personal income of the state. This formula effectively holds wealth 
constant and rewarils the state's true tax eftbrt for education. It does 
not siniplv give the rich states more because they spend more as docs 
the I)asic Title I grant provision which is under contest here. 

Wealthy states in many instances, have low fiscal effort for educa- 
tion, l)ut have comparatively high exijenditurcs. In fact, nationwide, 
theie is a tendency for the poorer states to put forth gieater effort for 
education than the wealthy states (Kern Alexander and K. Forbis 
Jordan, Comtilutional Reform of School finance, Lexington Books. 
Lexington, Massachusetts, 1973, p. 89. See also: Serrano t;. Priest, 96 
Cal. Rptr. «01, 487 P.2d 1241, 1252 [1971]). To simply give more 
money jxir chikl to the higli expenditure states does not encourage 
effort, it simply gives more money to tlie wealthy tlian to the poor. 

Tlie government further contends in Downs that the forraufa, as 
now ilerived, is ''a pragmatic one from the Federal Government's 
poitit of view.** At the outset, it should be observeil that pragmatism 
Itself is not necessarily reasonable nor rational. It is undoubtedly true 
tliat school segregation. Brown i/. Board of Education of Topeka, ami 
nonreapportionment. Baker xk Carr, were jxilitically pragmatic but 
certainly not constitutional. He tliat as it may, the government in de- 
veloping the '•laagnnitisni" iugument poses the hypothetical that "If, 
for example, the Title I grants were awardeil on an increasing basis 
as the level of state expenilitures decreased, the most economic and 
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cliicieiU stale results would be readied hy providing as little as pos- 
jiible for education, sliifting the burden to tlie Federal Government/' 
This example completely misses tlie mark; the situation drawn 
and the conclusion readied arc unrelated to the constitutionality of 
the issues raised. For instance, the plaintiffs in Downs v. Marland 
liave never conteiuled to assert a right to more numey because they 
attend scliool in a low exijenditure state. It is clear from the purpose 
of the Title 1 lorinula tliat it was not intended to relieve state and 
local taxes, and the plaintiffs in Doxvus v. Markiul would certainly 
agree that the Title 1 fornnila shouhl not be used to this end. They 
do not ask that eiUicationally deprived children in \)oor, low expendi- 
ture Slates lie given more uuniey than their counterparts in wealthy, 
high expcmliiurc states; they simply plea that educationally deprived 
children be treated eciually. regardless oi where they live or the ceo- 
noniic condition of their state. The Downs children, as equals, seek 
only to be treated ccpially, 

FOOINO'IL 

I. As out-niigi:iii(ui of cdututiuiiully deprived children tias oeeiirred. suiiie states 
have fated die possthihty of having an u^ciall reduction in total Title I resources. 
In 1967 a "Hotir" provision was placed in the Title 1 law which guaranteed all 
slate* would receive at least as much they received iu the base year of 1967 
until appropriations readied the 5l.r> billion level. Section 144, Public Law 89-10. 

Jn siddition» in 1967, a temporary (uie-year amendment was attaclit*d to the ap- 
propriation bill, not to the body of t itle 1 formula, which, also, guaranteed that 
"No stale shall receive less than the amount expended during the previous year." 
(Public Law 89-697.) h f ? - 

The provision providing a base allocation of at least the 1967 amount was 
sotm out of date and the states with out-inigraiion were unable to diauge the 
basic Title 1 formula, so each year they fought to amend the appropriation bill 
with the "fail safe" clause. In I WW. the provision was attactied which provided 
"No state shall receive less ttian received the previous year." (Public Law 90-132.) 
In 1969 another temporary "Hoor" was attached to the appropriations bill, this 
lime providing that "No state shall receive less than 92 percent of the money re- 
ceive<l the previous year." (Public Law 90-557.) In 1970 the language was the same 
as the 1968 provision. (Public l.aw 91-204.) In 1971 the amendment guaranteed 
no state would receive less lhaii In 1968. (Public Law 91-380.) In 1972 a similar 
attempt to amend the appropria'ifMis bill was made but was challenged on the 
floor on a poim^of-order. (Public Law 92-480.) Following this the guarantee was 
« salvaged by a supplemental appropriation In Public Law 92-148. There are no 
"floor" provisions In the law for 1973 other than the original .Section 144. Public 
Law 89-10 provision in the basic I'ille I law which guaranteed a 1907 minimum 
level of funding for each state. 
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SchcKil of Kihicuiioii, Indiana UniveiKiiy. IM(UMnint;ton, Indiana. 

"It we think there are inequities in >state systems for funding} 
current expenditures of public schools, wait until we examine 
the way we flnance school buildings!" Governor Calvin Rani}>- 
ton. address to Utah Conference on School Finance, April, 1972. 

Governor Ranipton spoke with full knowledge that in half of the 
states in the nation funds available for school buildings and debt 
service were a function of the wealth of a child's parents and neigh- 
bors. Governor Ranipton also indicated awareness that school facili- 
ties afTect the quality of a child's education. 

Literally hundreds of decisions in courts of record chart the guide- 
lines regarding the issuance of bonds for school building purposes and 
the actpiisiiion of school property. Many of these decisions reflect the 
conventional v/isdom of the nineteenth century. During the last hall 
century a nuniljer of decisions have centered around school construc- 
tion by state or local school building authorities, leasing of facilities, 
and lease tniichase. Our interest today, however, is not in these deci- 
sions. Rather it is in the broad area of state and local funding of 
public schools, with particiihir attention to the implications for capi- 
till outlay finaiuiiig of recent "landmark'* court decisions in Califor- 
nia, Minnesota. Texas, New Jersey and other states. Alexander and 
Jordan have referred to tliesc as second generation decisions. The cen- 
tral theme of these decisions is that the quality of a chihrs education 
cannot constitutionally be contingent upon the wealth of the local 
school district.* 

Shannon has referred to these decisions as the **Western Tide** ol 
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inibllc school linaiuinK icfDrin.**^ While none of these ilctisions has 
l)ecome the "law of the laiul * as yet, the •'Serrano theory" of school 
linaiuc fust clearly expressed in the California case of Sniano xk Priest 
has pL'rnieaicil recent decisions. 

One charalierislic of die recent *1an(hnark" court decisions and 
othrr cases awaiting decisions is their preoccnpation with current op* 
crating costs anil then virtual exclusion of consideration of the costs 
of other proji»ranis and the whole gamut ol costs of school services. 

Wise calls attention lo some of the exclusions ;shich characicri/c 
financial data presented in recent court decisions. Current expenses 
lor the operation of the instructional program cxchidc sucli items as 
pupil transportation, school lunches, debt service, capital outlay, and 
lease rental payments.* During 1971-72 capital outlay and interest 
on school dein in the nation's public schools exceeded $(i billion, a 
si/al)le exclusion which can not long be ignored. 

All states except Hawaii have consistently violated the basic con- 
cept that the costs of all public school progiams and services are an 
integral part of oin* state and local ^)nblic school finance systems. The 
concept has been eipially violated in the recent landmark court de- 
cisions. 

Rossmiller has pointed out that there can be little doubt that the 
tuiality of builcHngs and e(pnpment available to snpport a cliild's 
education allects the (piality of educational op|K)rtinnty offered to 
the child.^ 

Another series ol comt decisions has implications for state and 
local funding. 1 he desegregation cases, particularly the Richmond, 
Virginia, decision which lias been ap)>ealed to the United States Su- 
preme Court, have implications for state and local systems of public 
school financing of schwl facilities, debt service, and btising. The prec- 
edent shattering decision of Federal District jtidge Robert H. Mer- 
higc, Jr., ordered the merger of the school systems of Richmond, Vir- 
ginia, and two neighboring comities. An attorney for the defense re- 
garded the decision as of major im|K)i tance, since it offered a way of 
rqualuing funds between cities and suburbs.^* 

The recent action of the United States Supreme Cxiurt in over- 
tmning the liodYiguez (San Antonio, Texas) decision may at first 
glance ap|)e.'U to classify the second generation com t decisions as moot. 
This is not neces.sarily true. The iiiecpiities which these decisions at- 
tacked still remain. State and local finance |K)licy may not be nncon- 
stitutional, but it remains inc(piitable and immoral. Presumably re- 
lief must be sought by legislative action and not through judicial 
review. 

Let us now turn our attention to a stanmary of the inetiuities of 
linaiicing capital outhiy and lU^bt service wiliiii and among the states. 
1 his will be followed by application of the theory develoficd in recent 
court decisions to the state and local funding of school facilities and 
ecniipment and related debt service and/or le.isc-iental obligations. 

1 able 1 shows that only 25 of the 50 states were allocating state 
finuls to local districts for either constrtiction or debt service. Only 
three states were sharing per pupil costs for capital outlay at the 50 
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Source: NEFP. National Caphal Oufby Study and NEA Estimates of School 
Statistics. The above table is supplemental to tables appearing in llarr. W. M.; Jor« 
dan, K. F.; Hudson, C. C; Peterson. \V. J.: and Wilkerson. VV. R., financing Public 
Elementary and Secondary School facilities in the United States, Bloominirton. Indi- 
ana. Tune, 1970. 

Mmount per pupil. 

••Maryland initiatttl full state funding of caphal outlay in 1971. 
Other states reported no grants for capital outlay or debt service. 



percent level or better; nine of the 25 states were granting less than 
2.5 percent of capital outlay costs. 

Capital outlay and dent service requirement^^ vary much more 
widely among school districts within a state than do requirements for 
current expenditures. The fact that 23 states do not share at all in 
the funding of these essential elements indicates extreme disequaliza* 
tion of both lo( nl fiscal capacity and local tax burden. 
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ANALYSIS OF REPRESENTATIVE 
EXISTING STATE PROGRAMS 

State programs for financing school construction or debt service 
can be generally categorized as toUows: 

1. Total state supi>ort. 

2. Construction grants based m\x}i\ a fixed or variable percentage 
of approved project cost. 

3. Construction or debt service grains which are closely related to, 
or part of, a foundation program. 

4. Flat or variable grants lot debt service. 

5. State loan programs. 

6. No state participation. 

Total state funding programs, such as those now existing in Ha* 
waii and Maryland, probably can satisfy all of the requirements of 
fiscal neutrality if local debt service is also assumed by the state. Let 
us examine data from selected states which use differing method^ for 
funding school buildings. 

Delaware. Delaware's progiam lor financing school construction 
was analyzed recently in an NEFP study.** Delaware has, for several 
years, granted 60 percent of approved project costs to local districts, 
V **' the local snare obtained from bond issues, tven with relatively 
hea\7 state sup]x>rt, the following key findings |x)int out that equali* 
/ation was not attained. 

1. While the typical Dehiware school district had sufficient, local 
debt leeway to permit construction of needed buildings, leeway was 
not uniform and som( poorer districts could not raise the required 
local share because of the debt limitation of ten percent of assessed 
valuation. With average per pupil debt leeway for all districts valued 
at 100, leeway range, expressed as an index number, ranged from a low 
of 12 to a high of 206. Expressed in dollars, the range was $101 to 
$1,735 per pupil. 

2. 1 he range of debt service tax rales was from O^J to 9^ per 
$100 of full valuation. 

3. As might be expected, rich districts typically had high bonded 
debt per pupil, relatively low del)t service tax rates, and high debt 
leeway. 1 he reverse was generally true for jx)orer districts. Variations 
In prior effort and in need for facilities were other significant determi- 
nants of a given district's standing with res[>ect to debt, leeway, and 
tax ratei. 

Kentucky. The Kentucky program provides for allotment of $1,500 
I^er classioom unit as part of the Foundation Program. Local districts 
may use these funds for construction or debt service, and in certain 
cases, for current operation pur|>oses. Local districts may also estab- 
lish a special voted building levy, and may allocate current o|>eration 
funds fur construction. 



er|c 



108 



CnurU and Capital Outlay 139 

Two recent stnilies of the Kentucky program proviilcil the follow- 
ing fimtingHf « " 

L There is wide disparity among ilistricts in terms of bonding and 
tax leeway and in terms of local ctlurt. 

2. Some itistricts, particularly dioso with rapid increases in enroll- 
ment, have little niean> to Hnance needed projects even with heavy 
local effort. 

3. Other districts have little need for new construction and receive 
more money horn the state tlian is needed for construction or debt 
service. 

4. Capital outlay fnnds are freouently transferred to tlie general 
fund, primarily by districts who did not have immediate building 
needs. 

5. The state was assuming nearly 80 percent of the costs of cur- 
rent operation but less than 40 percent of the costs of school construc- 
tion and debt .service in 1970-71. 

6. The bonded debt per pnpil ranged from 0 to §1»958. Debt lee- 
way ranged from to 31.3H4 per pupil. 

7. Local willingness to incur ilebt or to establish s|)ecial voted 
buikUng funds was instrumental in iletermining local capacity. 

Indiana* Mat giants of .S40 per pupil are allocated to each Indiana 
school district, with proceeils to be used for debt service. Excess fund.s 
not needed for dcl)t service may be used for current operation. Analy- 
sis of 1971-72 statistics for die ten wealtlnest, ten fxiorest, and 20 dis- 
tricts with approximately average wealth revealeil the following: 

1. The median debt service tax rate for the ten weaUhiest school 
districts was zttro, for average wealth districts was 42(*, and for the 
poorest districts was .?1.13 |x:r SlOO of taxables. 

2. The range of total tax rate for school building pur]X)ses for the 
40 selected districts was zero to 5J2.56 jjer $100. with poorer districts 
having higher rates. Del)t per pnpil ranged from zero to $2;690. l*he 
district with highest debt |)er pupil, one of the wealthy districts, had 
a total school building tax rate of only 77^. 

Hile,^ in his 1971 study, listed the following among major findings 
in his analysis of the Indiana program. 

1. Ninety-one districts (of 301) had debt service retpiirements 
which were less than the amouiu granted by the state. Approximately 
22 percent of the Hat grant hnids was used for current operation; In- 
dianapolis allocated more than 52 million of grant proceeds to o\> 
eration. 

2. Local tas eltort lor facilities ranged Irom zero to $'iM |>er $100. 

Illinois and Iowl Local school districts in Illinois cany virtually 
die entire burden of school construction financing, since grants are 
made only for special education facilities. Districts which have ex- 
hausted their bonding power can ol)tain loans from the state. 

Hattin^^ observed, after studying a sample of 134 Illinois districts, 
that median per pupil expenditure for debt service ^l*as $42.14 with 
a range of zero to $223.21. 
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White* ^ studied srhool construction financing in Iowa, where local 
jiroperty taxation iuruislies all funds lor capital outlay and dclit serv- 
ice. Iowa, in addition to restricting percentage oi dclit in relation to 
assessed valuation, also limits tlie Inndini; ot deljt service. Among his 
Inuliugs were: 

1. SLVenteen ol tlie iriS scii()ol districts had no deln service. The 
hi^iiest per pupil expenditure was SlolJSy. wliile the median was 
S50.t7. All ot tile districts with no debt service had above average 
assessed valuation and i)eiow average enrollment. 

2. The wealtliier school districts spent more per pupil for debt 
service than difl the less wealthy. 

3. The tax rate necessary to fund the state average deln service 
per student ranged from 1.3 mills to 9.7 mills with die poorer districts 
needing to exert greater eflori. 

Summary. I his admittedly cursory examination of data from se- 
lected states utilizing varying programs for financing .school Iniildings 
shows that none ot the urograms do very much toward achieving 
equalization of eidier l(Kal tax elfort or aliility to finance needed con- 
struction. 

IMPLICATIONS OF THE SERRANO 
THEORY FOR CAPITAL OUTLAY FUNDING 

Funding 'f pul)lic school facilities clearly violates tlie principle 
that the level of s|)cnding for a child's education may he a function 
only of the wealth of the state, not ot die school district in which that 
child happens to residc-a principle which the United States St^prenie 
Court struck down in its recent decision. Possii)le exceptions exist in 
Hawaii and in Maryland. None ot die "landmark" court decisions 
have been concerned with the state and local finance systems for fund* 
iiig construction of facilities, tlei)t .service, or lease-rental payments, 
Plainvilfs* contentions were confined to consideration of funding cur- 
rent operating expenses ot public schools. 

Califortiia. Let us con.sider the Baldwin Park Unified School Dis* 
trict and the CUirman Elementary District in Los Angeles County, 
California. The local property tax base in 19fi8-1969 was $147,902 
per pupil in average daily attendance in Gorman District and was 
S3.70G in Haldwin Park, a ratio of 40 to I. The basic state aid and 
etpialization aid to California school districts is not available for 
capital outlay and delit service funding. 'I'he state loan plan is avail* 
able to "jxioV" districts and could result in eventual forgiveness of 
part of the loan in districts such as Baldwin Park. However, there is 
no way that iiieipiities in the cpiality of facilities as well as ot programs 
can be avoided, using conventional California financing. 

Texas. The seven San Antonio school districts, in Bexar County, 
Texas, showed a 9 to I range in local assessed valuation jjer student. 
Texas has no state grant or loan program lor school facilities. Con* 
se<piently the 9 to 1 ratio in local wealth results in unmitigated in* 
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equities. The range among all school districts in Texas was from 
$71,311 assessed valuation ner pupil to $1,581, a range of 45.1 to 1. 
Since capital outlay and debt service arc a function only of local 
wealth in Texas, the ineciuity in financing is readily apparent. 

Even though the Rodriguez decision was not wpJidd, extension 
of the theory to state-local funding of facilities and attendant debt 
service may be anticipated. What would be the probable effect? 

1. Full state funding of capital outlay and debt service might be 
required. 

2. Alternative funding plans may be considered, ranging from 
power equalizing through percentage equalizing to a federal surtax. 

3. State Imnding might supplant local bonding. 

4. Reorganization of local school districts will undoubtedly result. 

5. Local control of school construction decisions may be further 
eroded. 

Application of Serrano theory to the funding of school facilities 
or attendant indebtedness will necessarily encounter problems which 
may differ from those encountered in fmancing current operating 
programs. Rossmiller has pointed out some of the complications which 
may affect full state funding of school facilities.'^ ^f^g measurement 
of need may include depreciation, approved project cost, or debt 
service. 

1. Need varies among districts. 

2. Need does not occur in regularly predictable patterns. 
8. Facilities are entirely locally financed in many states. 

4. Bond ratings vary among districts. 

5. Debt can smooth the tax burden. 

A|)proximately .H5 states have had some exi>erience with state 
participation in financing school construction through grants, loan 

>lans, or authority financing. Other states have simply depended on 

ocal financing of public school facilities. 

Per pupil exjjenditures for capital outlay in 1968 1969 ranged from 
about $45 per pupil in average cfaily attendance in Arkansas to about 
$286 in Alaska. The ranjje within a state was from zero to several 
hundred dollars per pupil. State support ranged from zero to ai> 
proximately 70 percent, excluding Hawaii. Local supprt ranged from 
zero in Hawaii to 100 |)ercent. These wide variations indicate the 
complexities of applying Serrano theory to funding public school 
construction. The appropriate relief seems to be full state funding 
of public school capital outlay and debt service. 

A FINANCE MODEL 

Special Study No. 7 of the National Educational Finance Project 
suggested eight models for financing capital outlay. Program No. 5 wa.H 
entitled State and/or Federal Assumption of School Building Costs.^*^ 
A possible adaptation of this model would be the inclusion of exist* 
ing debt service as well as of construction costs. 

Ml 
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Suggested operating piocetliUL's of tlie above lull state luiuling 
model included: 

1. The state would be authorized to fund the costs ot approved 
iwi&truction projects and of existing debt service. 

2. Local school districts would develop and submit plans lor the 
construction project to tht- state education agency lor review and ap 
proval. 

3. UiKjn aj)pn)val bv the state, funds would be advanced by the 
state to local (listricts lor site purchase and arciiitectural and engmeer- 
ing Ices. 

4. Total project cost would he deteimined as a result of bids and 

tontratts. ..... 

5. The local school cli.strici would be tes;>onsible Im- the construe- 

tiosi program, ... , 

(). .\ schedule lor disbursement of the grants would be drawn up 
by the state in accordance with the construction schedule. 

7. The local district woultl be resjwnsible for payments during 
construction, final acceptance of the completetl project, antl final pay- 
ment ujK)n completion, using granted funds. 

Among the positive features of the full state funding model would 

be: 

1. Only needetl projects iit logical attendance centers would be 

funded. . r . 1 1 

2. Full state funding would meet the reipurements of equitable 

financing. , , 

8. Local school districts would retain the resijonsibdity for plan- 
ning and operating the school facility. 

4. Subiititution of state lor local credit woultl reduce interest costs. 

Among the negative features would be: 

1. Local decision-making might he eroded. 

2. Local leeway for innovative features could be curtadcd. 

a. The state budget would bear the impact of costs associated with 
school facility construction. ... , , 

4. Prior local effort would not he rewarded unless debt bcrvice 
was included in the program. . 

5. Ij)cal decision-making without local fiscal responsibility might 
be unwise public |)olicy. 

SOURCE OF FUNDS 

If state funds are to be allocated, what arc appropriate sources 
of funds?" Among those readily apparent are: 

1. A state-wide pro|x:rty tax. 

2. State bond issues-general obligation or revenue. 
.1. Allocations from the general fund. 

4. Earnings on investment of state funds. 
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5. Increased rates on existing state taxes. 

6. New state taxes. 

7. Federal funds. 



RECENT COURT GASES 

In a 1972 lower conrt case Jensen v. State of Indiana, uneaual dis- 
tribution of funds within a school district became an issue. The ratio 
of funds among Indianaixilis high schools ranged from 2 to 1. The 
same situation occurred in Hawaii where "equal doUars-equal schol- 
ars'' was not the rule. 

Even with their emphasis on equity the recent vourt cases did not 
stipulate several principles. 1.* The pro|)erty tax was not outlawed 
for school purposes. 2. Equal expenditures per pupil were not re- 
quired. 3. The relationship between quality ot programs and expendi- 
ture pel pupil was asserted but not proved. 4. Full state funding was 
not required. 5. Total school expenditures were not taken into con- 
sideration. 

Regardless of the dis|x)sition of tlie Rodriguez case, die current 
controversy will eventually result in changes in existing state-local 
funding of public schools. The concepts expressed by Coons, Clune, 
and Sugarman are provocative, and will have their influence in legis- 
lative halls as well as in the courts. (Our present systems of state-local 
funding of courts may be constitutional but they are certainly in- 
equitable.) As researchers and leaders in scliool nuance theory it is 
our obligation to strive for equalization of educational opportunity 
and for equitable funding in every tate in the nation. 
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The Maryland Experience: Full State 
Funding of Capital Outlay 

Ai.ioRD R. "Skip" Carky, Jr. 
Kxmaivi' Diicctor. Mar>!;nul Public Stluml Cdnsinuiion I'lograiii. 

Any discussion of Maiylaiul s program of full funding of public 
school construction can be fruitful only through a general under- 
standing of the totality of the State program; that is. how it developed, 
what it provides, how it differs from previous State-aid progiams for 
construction, and how it is administered. 

Prior to July 1, 1967. State aid for assisting the Maryland local 
sulMlivisions with schoolhousing consisted of the State paying $70 
pe; new pupil in the system and 322 per conliyiuwg pupil to the ex- 
tent that this amoiuit exceeded the yield from a tax of 5 cents per 
hundred dollars of assessed valuation, obviously an inappropriate 
amount of aid lor construction costs in the l!)60\s. 

Beginning on Jidy 1. 19(57, the State of Maryland began to share 
in the costs of school construction in a manner s(miewhat imilar to 
its sharing in the cmreni expense o|x?rations of public schools, but a( 
u;j 80^0 level. The formula for (his aid was relatively easy to use but 
dIHicidt to explain; nevertheless. 1 shall try a capsule summary. 

Kach construction project was sized according to the number of 
pupils it housed, riie amount of the construction costs to be shared 
by the Slate was then determined as the product of ''pupils housed** 
and $1500 discounted by 2(V';,. The 31500 was a 19()7 estimate of the 
cost of providing educational space for one pupil. Again, this was an 
inapprojMiate amount for construction costs in the 1970s. Under this 
sharing plan, no local subdivision received less than 3.5% of the cal- 
culatecl amount lier construction project, and some of the less wealtliy 
counties received as much as 70<;; State aid. I think it is worthy to note 
that the State of Maryland did not share at all in tho.se costs of con- 
struction which exceeded SISOO per *'pupil housed/* 
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In addition to sharing in the tosis of construction, tlie State also 
shared in 80% ol tlie outstaniling ilebt repayments of tlie local sub- 
divisions for construction |>rojects unilcrway jjrior to July 1, 1967, 
the date when the construction aid just described became effective. 

The amount of State aid f;cnerated by the above formulas and dis- 
tributed to the local sulhdivisions for Fiscal Year 1968 through Fiscal 
Year 1971 was found to be inadequate and unrealistic in tevins of 
present-day construction costs. During 1970, a commission apijointed 
l)y Governor Mandel. under the Cliahmanship of Senator Harry 
Hughes, studying the overall problem of financing education reached 
the conclusion at the end of their study that the State of Maryland 
could not then afford to assume all of the costs of public education. 
The commission recouunended that as a first step in the movement 
toward greater State aid consideration should lie given to the full 
funding by the State of the construction programs of the local educa- 
tional agencies. 

Such a progiam was rccunmicnded by Governor Marvin Mandel 
in his State of the State message of February 1, 1971; and during the 
General Assembly, two acts were passed: (1) establishing the public 
school construction program, and .(2) authorizing the sale of State 
bonds to the extent of 1.50 million dollars to finance the first 17 
months of the program. This legislation increased State aid from a 
progiam of sharing in 80% in the first $1500 per pupil of the costs 
of construction to a 100% share of all construction costs, as well as, 
100% of the costs of retiring outstanding bonded indebtedness exist- 
ing on July 1, 1967. With this assumption of costs, the local govern- 
ments would no longer need to sell local bonds for school construction. 

The legislation establishing the State bond authorization of 150 
million dollars was a standard State bond bill, with the required pro- 
vision for a State real estate tax to guarantee retirement of the bonds. 
Historically, Maryland has been able to meet its annual obligations 
without Use of this taxing authority. The legislation which established 
the program is unique and is worthy of examination in some detail. 

.Most legislation establishing State-aid programs specifies the for- 
nulla for distribution of the State aid and ilescribes rather specific 
parameters for the program operation. However, the bill which es- 
tablished the Maryland Public School Construction Program gave 
authority and responsibility to the State Board of Public Works to 
establish the rules and regulations which would determine the pa- 
rameters of the program. As in most states, the State Board of Edu- 
cation (under Public School Law) is charged with full responsibility 
tor the administration and supervision of public schools including 
construction. In effect, the new legislation said that the State Board 
of Public Works rather than the State Boanl of Education would es- 
tablish the rules and regulations for schoolhouse construction; and 
if there were any conflict with existing legislation, the action of the 
State Board of Public Works would prevail. 

To implement Chapters 624 and 625 of the Acts of 1971, Governor 
Mandel appointed a committee of 15, chaired l>y Lieutenant Governor 
Blair Lee, to recommend rules and regulations. The rules and regula- 
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lions adopted by the Board of Public Works on June 29, 1971 were 
.substantially those recommended by Lieutenant Governor Lee's Com- 
mittee. 

The rules were as follows: 

1. Establish an interagency committee to administer the program, 
said committee consisting of the State Superintendent of Schools as 
Chairman and the Secretaries of tlie Departments of General Services 
and State Planning, 

2. Provide for an annual and a projected 5-year capital improve- 
ment program for each local subdivision, 

.1. Establisli eligible expenditures as: 

a) construction costs of instructional, administrative, and auxil- 
iary support buildings, 

b) purchase or lease of facilities, including transportable build- 
ings, when such is necessary to meet short-term needs, 

c) costs of renovation or remodeling of existing school buildings 
when deemed by the Interagency Committee to be other than 
mere maintenance or repair, 

d) architectural and engineering fees to the extent of the State 
Fee Schedule, 

e) costs of capital equipment and furnishings necessary in plac- 
ing a building in o|jeration (with the Interagency Committee 
to determine those items eligible for purchasing from bond 
monies), 

0 costs of on-site develofxiient, 

g) costs of physical education facilities with a Mi limitation of 
State assistance for the construction of swimming pools, 

4. Define as ineligible expenditures those operational costs of: 

a) program development or inspection of construction projects, 

b) purchase of site, 
otf-site development, 

a) remodeling of stadiums, and lighting systems for outdoor 
adiletic fields, 

e) fine art embellishment, 

f) exclusively non-educational use portions of building, 

5. Assign responsibility to the Interagency Committee to review 
and approve site acquisition proposals, plans and specifications for 
projects, contract awards (including change orders), 

6. Provide for the right of appeal of commitee decisions to the 
State Board of Public Works, 

7. Subject employment of architects to State approval, 

8. Provide for a monthly advance of funds based upon a prior 
approved schedule of payments, 

9. Authorize the Department of General Services to contract with 
the local educational agencies for assistance in carrying out a school 
capital improvements project, and finally, 

10. Provide for emergency funding when a school building is 
lost from fire or other disaster. 

l'V7 
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To describe how it functions in accordance with the Rules, Regu- 
lations and Procedures for the Administration of the Public School 
Construction Program in the State of Maryland, you must understand 
the tripartite agency designated to administer the statewide school 
construction program known as the Interagency Committee on School 
Construction. The Secretaries of the Departments of Planning and 
General Services and tlie State Superintendent of Schools are repre- 
sented by designees wlio act for them in the day to day operations of 
the agency under the direction and supervision of the Executive Di- 
rector who represents the State Board of Public Works. The Com- 
mittee meets on a nionthly basis and passes on the recommendations 
of the Executive Director and designees as to approvals of architects, 
sites, drawings, contracts and matters of policy. 

Each fiscal year the IcKal boards of education submit a capital im- 
provement program for their respective subdivision. Tliese individual 
progiams are reviewed by the Committee staff and a statewide con- 
struction program is recommended to the State of Mainland Board of 
Pubhc \Vorks. .\fter review and approval by the Board of Public 
Works, a bond bill is prepared for the State Legislature to act upon. 
The Ix'gishiture authorized bond bills of 150 million in 1971 and 
300 million for 1972 and at tlie present time a 220 million bond au- 
thorization bill for 1973 is pending before the Legislature. You can 
see the magnitude of this program-670 million in three years with a 
projection of almost a billion doPurs for construction in five years. 

The State of Maryland School Construction Program was designed 
to allow the greatest amount of initiative and control at the local level 
in the development of school facilities. The local education agency 
is responsible for the initiation of the project; the development of 
educational specification; the selection of sites and architects; the 
bidding and awarding of construction contracts. In the case of the 
architectural and construction agreements, the local educational 
agency is the Owner. The local eihicatioii agency retains title to the 
site and die completed facility; the State agency-the Interagency 
Committee— is resjwnsible for review and approval of all steps in the 
construction process of a facility. 

The agency is staffed with ;}2 people-most of them professionals 
architects, educational consultants anu planners. 

The res|K)nsibilities of the three agencies involved in the pro- 
gram, E(hication. State Planning and General Services are as follows: 

1. The Education Section is primarily res])onsible for development 
of educational specifications, the architectural program and the con- 
cepts leading up to and including the schematic design of the project. 
Much of this tlevelopment work is done in the field in conjunction 
with the local educational planning staff. 

2. The Planning Section is pritnarily ies])onsible for the develoiv 
ment and up-dating of die master plans for education of each sub- 
division, the annual and five year capital improvement programs, the 
verification for the location and siting of schools and other demt>- 
gi aphic data. 
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3. The GtMicral Services Section is prfinaiily respoujiible for the 
review and approval of tlie design development and construction 
drawings, fire and building code rc(|nirenients. contract reviews, and 
rcuonunendations lor contract awanl apjirovals. 

The res|Kjnsil)ilitie,s ol the Kxecntive Director include direction of 
the entire stall and operation of the Agency on a daily basis. He rei> 
resents the Conunittee at all Legislative hearings relating to school 
construction and is responsible for any administrative bills relating 
to sciiool construction Mich as the bond bills. He is directly responsi- 
ble to the Governor, the State Comptroller and the State Treasurer. 
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By £dd Dokkk 

£(tucaiiuual tclatiotiH diartor of Anttriratts United fur .Scparalion of Church 
and Slate and managing cdilor of Church if State magazine, 8120 Fenton Street* 
Silver Spring, Md. 2mo 

Should public funds be used to aid or sup{x)rt sectarian and/or 
secular nonpublic schools? For nearly two centuries controversies over 
tilts question have raged in the United States, Canada, Gre >< V iiain, 
France, Belgium, the Netherlands, and other countries, gc. t .^titig a 
great deal of emotional heat, interfering with educational progress, 
and causing bitter social divisions. 

In the last do/en years or so, the controversy has embroiled Coti* 
gress and half of our state legislatures as intensive campaigns have 
been waged to get laws passed to provide federal or state aid directiy 
or indirectly to parochial and private schools. Victories for the "pa- 
rochiaid" lobby tiave invariably led to liti|(ation. Tliere have even 
been six state rcferemluni elections on the issue in the last six ycais 
(New York in 1967; Michigan and Nebraska in 1970; Marylaiul, Ore- 
gon, and Idaho in 1972). State aid for nonpublic schools was voted 
down decisively in each instance despite the fact that in each the 
parochiaid lobby oiitspent the anti*parorhiaid coalitions by very wide 
margins. 

(Parenthetically, it might be mentioned that in the most receiu 
school year for which we have complete figures, 1970*71, of the 51,- 
175,089 students in U.S. elementary and secondaiy schools, 89.7% 
attended public .schools and 10..S% attended nonpublic schools, with 
82.8% of the latter attending Roman Catholic schools.^) 

As spring at rived in 1973 parochiaid battles weie occurring in the 
Hawaii, Kentucky, Maryland, Massachusetts, Missouri* Nebraska. 
Washington and Wisconsin legislatures. But the most significant ac* 
tion is taking place in the courts and in Congress. The House of Ret> 
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rcseiuativcs is loiisidcriiiK a proposaK I!R.19, to provide apnroxi- 
niatoly SI i)iUioi\ annually to noiipuljlic schools tliroiinli the device 
ol ll'dtral inroiiu* tax avdiis to irimhnrsc |)aiciits for iionpul)lit* school 
tuition. The cnircuL proposal would rt ind)ursc parents for :){)% oi 
tuition up to a uia>ciuuiiu ncilit per student per year $200. The 
President has supiKirted this projxwal vocally lud frequently, and 
the innverlul lobl;; workini? lor |Kissagc of the plan claims that it 
has enough votes tc) jjet it tluough die I louse. 

The whole ipiestion may be rendered academic, however, by the 
United .States .Supreme Court, which aopears to be an immovable 
block in the palh of the advocaies of public aid tor nonpublic schools. 
Ii! 1U71. in Iscmon v, Kurtzmau (103 U.S. 602), the Court struck down 
as unconstitutional Peimsylvania and Rhode Island programs o£ aid- 
ing parocliial and private schools through the ''purchase of secular 
educational services" and •'teacher salary supplement** gimmicks. In 
1972. in Wolmm v. Essex (9SJ S.Ct. fil), the Court found the tuition 
reimbursement plan unconstitutional. Meanwhile, a thrce-jud^e fed- 
eral district court in Veimont acted in 1972, in Americans United v. 
Otikey (No. 6393, 40 U.S.L.W. 2597, D. Vt.), to strike down a state 
law providing for die 'lei. ling * at public exi^ense of teachers, books, 
and odier services to nonpublic schools. This ruling was not appealed. 
The Supreme C< lUt also ruled in 1972, in Brusca v. Missouri, that a 
state's reiusal to proviile aid to nonpublic schools docs not violate 
tlie parents* free exercise of religion or deny them due process or equal 
protection of law. 

With most major parochiaid plans shot down by the courts, the 
parochiaid advocates seem to view the tax credit tuition reimburse* 
ment method as their last and best hoj)e. This plan, however, is at 
this moment before the Supreme Court on appeals from three-judge 
federal distr ict court rulings in Ohio and New York. The Ohio court 
found the plan to be lUiconstitu ional in 1972 in Kosydar xk WolmaUt 
while the New York court upheld a similar plan in 1972 in Pearl 
V. SyquisL The Supreme Court will probably rule in these cases be* 
fore siimme". 

If the Vix credit tuition reimbursement plan vs struck down, the 
parochiaid lobby may attempt to seek an amencl .lent to the United 
States Constitution to allow such aid. Alternativr.ly, it may fail back 
on "shared time" or "reverse shared time** plans. These involve hav- 
ing public schools take over part ol the nonpublic school teaching 
load, either by bringing nonpublic students i > the public schools 
foj part of the day or by sending public school p. sonnel into sj)ecially 
leased space in the nonpublic schools. The latter plan, known as ''re- 
verse shared time.' is currently being challenged Vy Americans United 
in federal courts in Michigan. Kentucky, and New Hampshire, t .id 
by the American Civil Liberties Union in Oregon. 

Wc snould note, at this |)oint, that successful litigation to end 
programs of public aid for nonpublic schools has rested on two pillars, 
I ace and religion. Following the Supreme Court's 1954 Brown decision 
against racial segregation, several state legislatures attempted to pre- 
serve segregation by various devices for providing state funding for 
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private schools. 1 liesc plans were all quashed because they involved 

f[oveinnient in s|x)nsoring racial segregation. The courts were not con- 
used by ingenious indirect or ''parent aid" ginmncks. Following the 
racial segiegation cases, tlie iederal courts took on tlie problems of 
public financing of the religious schools whicli enroll over 90% of 
the students in nonpublic schools. In Lemon and Wolman the Su- 
preme Court struck down state aid to nonpublic scliool plans on First 
Amendment giountls. Tlie Ciourt in these cases spoke of '^excessive 
entanglement" between religion and government, of tlie sectarian na- 
ture ot tlie schools aided, of tlie transparency of devices to circumvent 
the constitution, of the uotential for political division along religious 
lines, and of the litnited and sectarian nature of the class of benefi- 
ciaries of the legislation {Wolman). 

ALTERNATIVES AND COSTS 

While waiting lor the Supreme Court and lower courts to rule on 
tax credit, "reverse sharetl tinie,** and other parochiaid plans, we can 
turn to an analysis of the alternatives lor nonpublic school finance 
and of the economic and social costs of these alternatives.* 

There are only two basic jwlicy alternatives for public financing 
of nonpublic schools. We can either provide no public support for 
nonpublic schools, or we can provide some support. If the latter course 
is followed, it should be obvious that there will be prolonged and 
[perhaps even permanent controversy over hoxo much aid will be pro- 
vided. If some aid is provided the nonpublic school lobby will surely 
exert tremendous pressure for greater and greater sujjport, moving 
toward parity of public sup|x>rt with the public schools. The experi- 
ences of Canada, Britain, the Netherlamfs, Australia, Belgium, and 
other countries bear this out. One obvious social cost of the struggle 
over the ij and hoxo much of public aid for nonpublic schools is tlie 
religious, class, and racial divisiveness that it causes. 

THE COSTS OF TAX AID TO NONPUBLIC SCHOOLS 

Before dealing with the possible economic fosts of providing pub* 
tic aid to nonpublic schools, we need to examine the claim that such 
aid would make economic sense because nonpublic schools can be op- 
erated more cheaply than public schools. While secular private schools 
generally cost more to operate than public schools, it is true that in 
actual dollars paid out, denominational schools up to the tire^Kiut time 
have generally ojierated somewhat more cheaply than punlic schools. 

The reasons tor this are not hard to find. A great many parochial 
schools have less favorable teacher-pupil ratios than public schools. 
Some, with suiall enrollments, mix several grade levels together in 
one room. CJluiich-related schools pay teachers lower salaries than 
iliose paid by public schools; in the case of Catholic schools, teachers 
and administrators were traditionally nuns and brothers paid bare 

*tn (he period since this papci* was presented die Supreme Court has ruled 
nnfa\',rabty on the **iax credit^* option. 
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subsistence wages, and these underpiiid i>eople, while their numbers 
are dwindling, still account for about half ot Catholic school teaching 
personnel Nonpublic schools are generally academically selective, es- 
pecially on the secondary leveK and thus have fewer hard to teach 
or problem students than the public schools. Further, nonpublic 
school programs generally fall well behind the public schools in pro- 
viding expensive vocational, arts, remedial, drivev education, physical 
education, guidance, and other enrichment oifevings. No wonder pa- 
rochial schools claim they are cheaper to operatel 

But if nonpublic schools upgrade their programs, services, salaries, 
and tear.hor-pupil raiios to compare favorably with public school pro* 
grams, their costs will match those of public schools. They would 
probably even exceed public school cqsis because of the ol)vious econo- 
mies of scale enjoyed by the public schools. The various nonpublic 
schools operating in our metropolitan areas generally serve smaller 
aiul more widely scattered populations, and therefore are le^ efficient 
and recpiire more expensive and extensive transiK>rtation services. This 
wai; ndmitted with regard to Catholic schools in early 1972 b^ the 
Rev. C. Albert Koob, president, of the National Catholic Educational 
Association. "By 1980," Koob re|x)rted, "we'll l)e hicky if we can keep 
the cost under $1,000 for an elementary school student and $2,000 for 
a high school stnHent.''= 

The average public school per pupil cost for 1972-73 is $1,034 for 
pupils in Average Daily Attendance, or $966 per pupil in Average 
bally Membership.^ If the tax credit parochiaicl scheme is upheld by 
the courts and passed into law by Congress and state legislatures--*as 
credits against federal and state income taxes, not to mention credits 
against property and sales taxes, as in the Ohio program struck down 
in Kosydar-\i is easy to see that more than $5 billion annually could 
soon be flowing to nonpublic schools. This figure, then* would be 
the cost of tax aid to nonpublic schools. This sum would be available 
for nonpublic schools only by raising taxes or by cutting other public 
programs, such as public education. 

This $5 billion figure assumes that nonpublic enrollment would 
remain at five million students. It is more likf*Iy, however, that massive 
tax aid to nonpublic schools would cause these to expand and pro- 
liferate, for a variptv of religious, racial, and other reasons. A Gallup 
study in 1969, while showing that Americans oppose tax aid for non- 
public schools by i margin of 59% to 37%. showed also Uiat, if nnn 
public schools tofftfi free, 40% of parents nationally and 59*;^, of par- 
ents in metroix)litan areas would prefer to place their children in 
parochial or private schools,^ Tims, not only cou{d public aid to non- 
public schooh cost American taxpayers an additional $5 billion an- 
nually, but it would probably destroy the American public schools. 
This is precisely what nappened when the public treasury in the Nedi- 
erlands was opened to the parochial schools 50 years ago. 

Parochiaicl, then, could rather quickly cost Americans billions 
of dollnrs annually and destroy our public schools. But the financial 
and social costs of parochiaitl would be even higher. Splintering and 
balkani/ing education into a multiplicity of larger nr smaller sectarian, 
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racial, ethnic, ideolojgical, and other sorts of enclaves would surely 
reduce overall educational efficiency and raise overall educational costs. 

Socially, this fragmentation would increase the divisions and cen- 
trifugal forces straining the seams of our society. Government spon- 
sored and supported sectarian segregation in education in Northern 
Ireland is an obvious example of where this can lead. Since parochial 
scliools tend to closely approach 100% denominational homogeneity 
of faculties and student bodies, (Catholic schools are 97.3% Catholic 
in enrollment'^; Protestant and Jewish schools are similarly homoge- 
neom) it should be obvious that tax supiH)rt for nonpublic education 
would deprive increasing numbers ol students of the healthy plural- 
ism, diversity, and religious neutrality of our public schools. 

In addition, nonpublic school aid would subject all citizens to tax- 
ation for the support of private schools which are, in theory and prac- 
tice, religious institutions. It would also tend to increase intertaith 
tensions both in legislative bodies and in our communities. 

Further, the tax credit parochiaid plan would aid only those non- 
public schools serving families above a certain poverty level. It would 
be of no benefit to nonpublic schools serving the poorest families in 
our society. This plan would cause worse class cleavages than most 
other aid plans. 

The financial, social, and educational costs of a policy of public 
support of nonpublic education are thus seen to be quite high. 

THE COST OF A NO-AID POLICY 

What would be the financial and social costs of a policy of no 
public aid for nonpublic schools? 

First of all, nonpublic schools are not going to close wholesale if 
public aid is not granted them. Further, they will probably continue 
their slow and gradual decline until they reach a lower plateau. Ac- 
cording to the Notre Dame study done for President Nixon's Com- 
mission on School Finance, total nonpublic enrollment is expected to 
decline approximately 46%, between 1970 and 1980.« This decline will 
involve a Catholic scnool enrollment drop of about 52% for the dec- 
ade and a non-Catholic nonpublic enrollment decline of about 2.5 
million students by 1980. Some of this decline will be due to lower 
birth rates, but the bulk of it will be due simply to changing parental 
preferences. 

This nonpublic enrollment decline, which hegati around J965, 
should produce no burdensome costs, however. Birth rates have 
dropped so sharply in the last five years that transfers from nonpublic 
to pul)lic schools are being and cati be readily absorbed. During the 
twelve year period during which our present school |x)pulation was 
born, 1954-fi6, births averaged 4.13 million per year. But from 1966 
to 1972 the average number of births per year fell to 8.6 million per 
year.^ (The Catholic birth rate, incidentally, is falling more rapidly 
than that of the general population, due to a widespread but belated 
acceptance of birth control.) According to the latest N.E.A. figures, 
the total school age population slid from 52.5 million in July 1970 
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to 51.78 million in July 1972. a decline of 71«.000 cliiUlrcn or 1.4%/ 
And while students were shiftiujir from nonpublic and public schools 
from 1971-72 to 1972-7:^. total public school emoUmcnt fell from 45,- 
a«7.l)9r) to 4r).821.74-i. a (hop of According to Martin A. Lar- 

son's 1972 study When Parochial ScIkwIs Close, total school enroll- 
ment, public and iu)npid)lic. in 1979 should be less than 47 million/' 
Thus all expected shilts of students from nonpublic to pid)lic schools 
shoulii be rather easily acconnnodated in our public schools, ^vith room 
to spare. 

The percentajne of students in nonpul)lic schools varies, of course, 
from state to state and within states. New York, with 17.7% of its 
students in nonpublic schools, would seem to be the state with the 
biggest adjustments to make. Yet Governor Rockefeller's Fleisclnnann 
Commission reported in 1972 that it would be million cheaper 
for New York State to al)sorb parochial school tiansfers into public 
schools between 1972 and 1980 than to provide state aid sufficient to 
make up projected parochial school deficits.*** The Fleischmann Com- 
mission strongly reconmiended against providing state aid to non- 
public schools. 

Shifts of students from nonpublic to pidjlic schools will not only 
be acconnnodated to greatei* or lesser extents in existing public class- 
rooms, but state funds will be automatically redistributed to ease any 
burdens on the local tax sti uctuie. Of course, as the Supreme Court 
agreed when it reversed Rodriguez in March, most state school finance 
systems need reform, increasing the percentage of a state's children in 
public schools will surely increase public pressure for such reform. It 
should also lead to piessme tor legislation to secuie special state 
and/or federal aids to school districts facing abnormal enrollment 
increases. Such **influx aid was recommended by the Fleischmann 
Commission. 

It seems safe to conclude that the shift of 2.5 million nonpublic 
students to public scfiools by 1980 should recpiire little or no outlay of 
additional ptiblic funds. 

The social effects of tlie expected shift of students from nonpublic 
to public schools should generally be beneficial. Interfaitli, intrafaith. 
anil coninuiiiity tensions and conflicts over parochiaid proix)sals and 
legislation should diminish. Communities .ihould pull more closely 
together, luterfaith and interracial contacts among children should 
iiicrea^ie. Fncreasing the percentage of a comnunity's children in pub- 
lic schools should increase parental pressure for educational relorin 
and for mo^e udciiUiUc iiwJiding ioi* pul)lic schools. School bond and 
millage referenda should pass more easily. Parents of former non- 
public school children will be relieved of the burden of tuition pay- 
ments. Churches al)aMdoning parocliial schools will realize savings 
which can l)e applieil to religious education and otiier church endeav- 
ors. Qualified loriiier nonpublic teachers can be liiied by public 
schools, while suital)le nonpublic scliool buildings can be purchased 
by public school dislricts. SliiftsOl children into public schools should 
make education more efficient and redtice the expenses of .school trans- 
portation, since about half of the states provide some form of tax-paid 
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transportation for nonpublic schools. 

Concern for various alternatives in education can be met within 
a piiblic school system, as the San fosc, California, experiment funded 
by the OIX) is demonstrating. 

Nonpul^lic schools will undoubtedly survive in some strength so 
long as they meet the strongly felt neeils of their patrons and spon- 
sors. Consolidations and reforms of nonpublic schools should enable 
them to operate more economically and to draw greater tax-deductible 
support from their patrons. Nonpublic schools should engage in more 
cooperative endeavors among themselves. 

In sunniiaiy, 1 believe that the vast majority of informed persons 
would have to agree that a policy of providing public aid to nonpublic 
schools would have unacceptably high financial, social, and educa- 
tional costs, while confining public supjjort to public schools will 
prove in the long run to be the most economically, socially, and edu- 
cationally desirable policy. 
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'^Equal Justice Under Law^^ And School 

Finance: 

An Appreciation of San Antonio Independent 
Schooh V. Rodriguea 

Paul D. Carrington 
Profe^tior of Law» Universily of Michigan. 

San Antonio Independent School District v. Rodriguez is the lat- 
est chapter of a saga which might be described as the elevation of the 
American dream to a principle of constitutional law. The legal form 
of the dream is the right to eaual educational opportunity. 

In undertaking to give vitality to that right, our courts have, as 
perhaps never before, expressed an ideal which lies at our nation's 
heart. That every child should have a fair opportunity to rise above 
his humblo origins and claim the rewards that his efforts and abilities 
'ieseive is the essence of the American tradition. It is perhaps our 
highest expression of the Judeo-Christian ethic preached from our 
pulpits. It is the message of the Statue of Liberty and the feature of 
our national ideology which most commends us to people around the 
world. It is an idealism that was powerfully activated by the events 
surrounding World War 11, as we reacted against the despotic acism 
of our advemvies, and gained heart that we might collectively as ivell 
. as individually, attain almost any goal by sufficient national effort. It 
is an ideal that forms the best reason for our vast commitment to pul> 
lie education. It is the best basis for our national self-esteem. 

Ennobling as such idealism is, it is to be expected that the prin- 
ciple of equal educational opportunity has gained a powerful hold 
on those who are privileged to devote their careers to the most exalted 
of our political institutions, the Supreme Court, which, even over its 
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portals, proclaims its comniitnient to ' equal justice under law/' Yet in 
the most recent and much-noted decision of the liourt in Rodriguez, 
tlie argument lor eiiual educational opportunity failed to carry the 
day. Some have seen the dccisiou as a nuijor reversal of tlie C^ourt's 
commitment to the ideal. This view is somewhat supported by the 
fact that the decision was made in accordance with party lines, the 
five Republicans rejecting the egalitarian |X)sitiou, and the four Demo- 
crats accepting it. On the other hand, there are a number of circum^ 
stances which suggest that such an interpretation is unsound. 

As a pro|)osition of federal law, the right to equal educational o|>- 
portunity is derived entirely from the clause of the Fourteenth Amend- 
ment which forbids the states to deny their citizens the equal protec- 
tion of the laws. That amendment was, of course, adopted for the 
rather explicit purpose of assuring that the newly freed black citizens 
in the South would not be disadvantaged by the laws of the states. 
By its terms, ttie equal protection clause giants no particular rights 
to any citizens; rather, it speaks to how the legislatuies may classify 
them for purpcjses of confeiring rights and duties of a substantive sort. 

For most of its history, the equal protection clause has been little 
used. It was given new vitality by the Warren Court, beginning with 
perhaps its most inqwrtant uecision. Brown v. Board of Education, 
the case which first recognized a right to equal educational opportu- 
nity. "Today," Chief Justice Warren then said, "education is perhaps 
the most inqjortant function of state and local governments. Com- 
pulsory school attendance laws and the great expenditures for *»Huca- 
tion both demonstrate our recognition of the importance of education 
to our democratic society. It is required in the performance of our 
most basic public resjX)nsibilities, even service in the anned forces. 
It is the very foundation of good citizenship. Today, it is a principal 
instrument in awakening the child to cultural values, in helping him 
for later professional training, and in helping him to adjust noimally 
to his environment. In these days, it is doubtful that any child may 
reasonably be expected to succeed in life if he is denied the opportu- 
nity of an education. Such an opportunity, wliere the state has under- 
taken to provide it, is a right winch must be made available to all on 
equal terms.'* The Chief Justice further explained that the separation 
of the black children by the state "generates a feeling of inferiority 
as to their status in the community that may affect their hearts and 
minds in a way unlikely ever to be undone." It was clear that the 
Court in Broxon regarded the educational syntcm as the linchpin of 
the caste ^ystemt which the hounecnti) AmcinhnctU wms intended to 
dissolve, and which po^tww A«ierka was determined to break. 

The Bronm decision was, of course, more than a judicial decision; 
it was a battle cry for a social movement which touched the lives of 
all of us. Schools and children were a central focus of that movement. 
It is perhaps useful to recall that ten years ago next month, the great- 
est champion of that movement, and perhaps the gieatest Atlantan, 
thundered his |>eioration to the Civil Rights Marcli oi 1963 by pre- 
dicting from the steps of the Lincoln Monument that on the red hills 
of Georgia, black children and white will soon join hands to sing 
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a hymn to their dual liberation. 

But, by the time ot his assassination almost exactly five years agii 
tonight, the movement led by Martin I.utlier King had changed its 
locus. Social pohtical. and legal change seemed \o require economic 
change. The Civil Rights March gave way to the Poor Peoples' March 
and Resurrection City. Kings presence in Memphis on that fateful 
day, at the side of the garbage workers, bore testimony to his own 
clianf^c in goals. As the civil rights movement became a war on pov* 
erty, it lost some of its sharpness of focus; but it gained some addi- 
tional strength by broadening the base of its appeal to include chi* 
canos, Indians, Appalachians, anil the urban poor. 

The equal protection clause devehiped with the social movement 
and the mid-sixties witnessed the beginning of a series of cases up* 
holditig the rights of indigents. It was certain that the Court would 
have to consider the relevance of the right to equal educational o\> 
portimity to poverty. The issue first took shape in the minds of many 
of us with the publication of a hook by Arthur Wise which bore the 
arresting title, P.ich Schools, Poor Schools. Wise and others brought 
to our notice the significant disparities which had developed in the 
taxable resources availal)le to the nation's many school clistricts. As 
you are well aware, our schools have always been financed, to varying 
degrees, but in almost every state by a locally imposed tax on prop- 
erty. Because this fact, together with the differing propensities of local 
districts to tax themselves, produces great disparities in school spend- 
nig. the relevance of Chief ustice Warren's rhetoric about equal edu- 
cational opportunity was o)vious. On the face of it, a five lunidred 
dollar education is not ecpial to one that costs tliree times that much, 
and it is easy to assume that the children receiving the cheap educa- 
tion are the poor who most need the help of public scfiools if they 
are to participate in the national ideal. 

Tlie first efforts to invoke the right on behalf of poor children were 
unsuccessful. Counsel representing school districts which served the 
urban yoov filed a series of suits seeking to comt>el the states to pro- 
vide a(lditional funds for the education of i>oor children who were ad- 
versely affected by the inrr^tisingly common t)roblem nf school failure, 
which was and is plaguing the urban schools. I he first of these cases 
to reach a decision was i\vM brought in Illinois and the trial court 
dismissed it, finding that it had no plausible basis for defining the 
limits of the plaintifTs* needs for additional money. The Warren Court 
summarily affirmr^d 

It was at this point that a sinall group of .scholars led by Professor 
Coons of the University of California presented the theory which was 
argued by the Rodriguez plaintiffs. They contrived to escape tlie aj)- 
parently insurmountable problem of givnig legal definition to the fis- 
cal needs of schools by recasting the right to e(]ual educational op- 
portunity in a different form which would require no judicial meas- 
urements of need. They succeeded by expressing a negative principle 
or a prohibition, which might be expected to permit the courts to 
apply the egalitarian criterion of the fourteenth Amendment without 
appraising the sufficiency of niiy appropriation. The states might, ao 



ERLC 



162 



Schoot Finance in Transition 



cording to their -conception, use uny (ornuilu for the distribution of 
school money, j[)rovicled that the distribution not be keyed to the 
wealth o[ the district in winch the school chilchcn live. 

There can be uo doubt of the great charm of this **no wealth** pria* 
ciple. It can be simply stated, rather simply applied, and is faithful 
to the rhetoric of equal educational opportunity. Moreover, it is pre- 
sented as conservative in the sense that it involves very little political 
judgment by the courts and leaves a substantial range of freedom for 
state legislatures in choosing systems of school finance. In a truly re* 
niarkable triumph of le^l scholarship, the concept was quickly 
grasped by the Supreme Court of California last year in Serrano t/. 
Priest. Despite the fact that the school finance systems of evei7 state 
but Hawaii were subjected to fundamental challenge, the decision was 
widely hailed on all sides. The press, legislative groupsi educators at 
all levels in the administrative hierarchy, and taxpayer organizations 
were all enthused. Liberal civil rights adherents rejoiced at the ap- 
parent triumph of egalitarianisin and conservative property owners re« 
joiccd at the apparently impending demise of the local pro(>erty tax. 
A series of lower federal courts adhered to the Serrano decision, in- 
cluding the court which initially decided the Rodriguez case, and a 
state trial court in New Jersey. And, most recently, the Supreme Court 
of Michigan reached the same result, although departing from the 
formulation of principle presented in Serrano. 

The legal analysis which underlies the no-wealth principle can be 
sumniari/ecl. As presented by Professor Coons and nis associates, it 
rests u|)on the principles of equal protection which were developed 
by the Warren Court. Prior to the Broum case, the traditional test of 
propriety of a legislative classification diallenged under the equal pro- 
tection clause had been whether it rationally served a legitimate legis- 
lative purpose. The Warren Court excepted from this generally per- 
missive test certain kinds of legislation which were said to be subject 
to strict scrutiny; this meant that the legislation in question would 
have to be justified by a "compelling state interest, a justificaion 
which almost always proved impossible to supply. Whether a particu- 
lar law was subjected to strict scrutiny, or the more relaxed traditional 
test, depended on wliedier it affected a fundamental interest of the 
citizens classified, or whether it made an invidious or suspect distinc- 
tion in its classification. 

While both terms, ''fundamental interest'' and "invidious discrimi- 
nation" are somewhat problematic, Professor Coons and his associates 
argued that traditiomi school finance systems involve both: the chil- 
dren of t)oor distrias are, he and his colleagues assert» denied a fun- 
damental interest by a siis|>ect classification as long as the quality of 
their education is a function of local wealth. 

It was important first to establish diat education was a fundamen- 
tal interest different from other services provided by local government, 
lest the plaintiffs be said to be striking at the foundations of the whole 
of local government. They feared to be asked whether their analysis 
of equal protection woulcl require that all services now provided by 
local government be equalized statewide. The Supreme Court had 
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relied upon the fuiulamentaiity of the interest involved to apply strict 
scrutiny to state laws alTecting ih6 rights of indigents to counsel in 
criminal proceedings, to travel, and to vote in state elections. Although 
tendering other make-weight distinctions, Professor Coons and his 
associates ultimately sought to Hken the right to education to the right 
to vote and the right to counsel, and to distinguish it from the right 
to sewers and police protection, primarily on the ground that educa- 
tion is essential to the exercise of other constitutional rights* such as 
the right to vote and the right to speak, and is therefore fundamental. 
This analysis carried the day in the Supreme Court of California. 

Secondly, it was contended that the Texas system of school finance 
involved a suspect or invidious discrimination. The concept of in- 
yidiousness arose in cases involving racial discrimination, but has been 
invoked in cases which involved legislation which was deemed burden- 
some to indigents. It was never asserted that the plaintiffs in the school 
finance cases were themselves indigent. Rather it was asserted that the 
disadvantages created as a result of the inequities of school finance 
fell indirectly more heavily on poorer citizens thaii wealthier ones, 
because the latter were better equipped to take evasive action. Richer 
citizens may, indeed, choose to live in richer districts, whereas poor 
ones are less able to do so. 

Indeed, two Justices were persuaded that school finance legislation 
should be subject to strict scrutiny. In supporting the contentions of 
the plaintiffs. Justices Marshall and Douglas agreed that the plaintiffs 
asserted a fundamental interest in their right to an education and that 
the classification was suspect. Justice Marshall asserted that discrimina- 
tions based on group wealth, as distinguished from the individual 
wealth discriminations involved in the indigency cases, were the more 
grave because they were even further beyond the control of the in- 
dividual or his family. Moreover, he emphasized, it will be as difficult 
for citizens of poor districts, as for indigent citizens, to invoke the 
state*s political process to obtain redress because they will be opposed 
by those who benefit from tlie existing scheme of distribution. 

As to the third possible issue to be raised under the Warren Court's 
formulation of the strict scrutiny test, the State of Texas conceded that 
there was no com))elling justification for the existing scheme of Texas 
school finance. Thus, if the plaintiffs had prevailed on the fundamen* 
tal interest and invidiousness arguments, they might have prevailed 
forthwith. 

But only two Justices were willing to adhere to the analysis so care- 
fully and imaginatively provided by counsel. There were, however, 
two other Justices, White and Brennan, who were prepared to vote 
with the plaintiffs, in favor of the claim to equal euucational oppor- 
tunity. In an opinion by Mr. Justice White, they invoked the more 
traditional language of euual protection cases and declared the Texas 
school finance system to be irrational. Texas argued that the system 
reflected a compromise between the obligation of the state to provide 
an education and the right of local communities to spend their cvn 
money on their own children. This was rejected on the ground that 
the system was not a plausible method to effectively promote local 
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control of schools. Justices White and Rrennan did not go so far» it 
may be noted, as Justices Marshalt and Douglas; the latter Justiscos 
declared that the Texas contention was bogus, being belied by the 
lack of actual control exercised Uy lucal school boards in that state. 
But Justice White did emphasize that Texas had not been as earnest 
as it might have been about local control because there is, indeed, 
very little local control to be exercised over school spending in a 
district which has few taxable resources. Although they did not them- 
selves take notice of the fact, the analysis used by Justices White and 
Brennan seems to demand less justification by the state of its legis- 
lation than the strict scrutiny test of the Warrrn Court would rc- 
qtn'rp; but more than would have been required by traditional equal 
protection law. Their opinion reflects a trend of the Burger Court 
to develop an intermediate position between strict scrutiny and the 
traditional minimal rationality test. Justice White's opinion would 
seem to aij|)ly with ecnial force to other local government activities, 
but wouUi not proscribe all wealth relationships. His opinion was to 
some degiee anticipated by that of Justice Mennen Wdliams of the 
Michigan Supreme Court. 

What can now be said of the application of the right to equal edu- 
cational opportunity to school finance? Has the no-wealth principle 
been subjected to a mere delay in its meteoric rise, so that further 
consideration, or a few Democratic appointments to the Supreme 
Court, will assure its acceptance? May it nevertheless continue its 
sweep through the state courts? My guess is that the no*wealth prin- 
ciple has had its day in the sun, regardless of the political composition 
of the courts to which it is profxjsed. Indeed, 1 am doubtful that the 
efforts to judicialize the state systems of school finance will be re- 
warded with many more victories in the foreseeable future^ until an- 
other and yet sharper analysis can be provided which will be les» 
drastic and more responsive to the historic aims and values of the 
Fourteenth Amendment than any which has yet emerged. Such an 
analysis will also have to be supported by stronger proof than has w 
far been .'idduced. 

The Rodriguez case was lost not because five Justices are insensi* 
live to the American dream and its legal embodiment, but because 
the application of that idealism in the manner pro|X}sed did not stand 
close insf^ction. Despite its charm and strong ethical l)ase» the no- 
wealth principle suffers from the following frailties: 

(1) the children who would benefit from its application may not 
be those who need help to overcome difficulties of caste or class; 

(2) the children who would benefit may not benefit in durably 
signiBcant ways; 

(3) the primary beneficiaries may be teachers and other school em- 
ployees: 

(4) the secondary beneficiaries may include land speculators uml 
the secondary losers may well include the urban \)oor; 

(5) its application would impose a general drain on the public 
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hsc:. very |)rol)ahly ret|iiiriiig the diversion oi public monies from other 
important and desirable services; 

(6) its application nii|i»Iit eliminate the last vestiges of effective 
local control ot eilncational policy, 

(7) its enforcement coiilcl lead to a constitntional crisis^ 

Some of these consiilerations have direct legal significance; others are 
of greater practical than iloctrin;il imjiortance. Some, hnt not all, are 
iilentifieil ni the Court s opinion in Rodriguez, which was prepared 
by Justice Powell. It seems likely that each of them influenced the 
decision in some measnre* As rfiese considerations become more wiilely 
unilerstooil. the no-wealth principle seems likely to lose snpport, be- 
cause the consL'cpiences ilescribeil are cause for concern to all of us 
without regaril to party alHIiation. And these consetjuences are becom- 
ing increasingly apparent. Many are visible in the report of the Select 
Senate Committee of California, which has published its study of post- 
Serrano school fniance. Some are visible in the New York Fleischman 
Commission Report. Some are visible in the events occurring in Cali- 
fornia, Michigan, and elsewhere. 

The first, and fjerhaps the most important, fact that is l)ecoming 
increasingly apparent is that the children who are served by poor 
school districts are not generally otherwise particularly disadvantaged. 
Obviously, tfiis fact, if it is a fact, bears heavily on the legal contention 
of the plaintiffs that they are the victims of invidiotij, discrimination. 
If, as seems intenileil, the idea of inviiliotisness is that the Fotirteenth 
.Amendment shonlil be given more rigorotis application to protect 
those who are in special neeil of protection tecuuse of their general 
social, economic, and political disabilities, the children of fX)or dis- 
tricts are not such a class. 

The plaintiffs in Rodriguez did make an effort to establish that 
they were relatively poorer than fh^ residents of wealthier disUicts. 
Their eviilence took the form of an affiilavit by Professor Berke of 
Syracuse who had classifteil a number of Texas ilistricts according to 
meilian incomes. Inileed, the poorest group of ilistricts hail the lowest 
median and the richest group of ilistricts had the highest, but the dif- 
ferences were not dramatic and the middle groups were reversed, the 
second ru:hcst group having the next to lowest median income level 
More detailed studies of Clonnecticut and Kansas districts tend to 
indicate an inverse correlation between individual poverty and the 
wealth of the taxing district. The Yale Laxo Journal has already con- 
cluded that "the ^jopular belief that the {loor live in poor districts is 
clearly mistaken.'* 

This point gains force as we consider the problem of urban school 
failtire in its relation to the problem of school finance. Thus, the Cali- 
fornia Senate Committee identified five urban ilistricts as the scene 
of much of the school failure problem in California. None of the five 
would have been helped by a significant increase in funds available 
for general use by either of the plans proposed by the Committee Re- 
|ioit. And one. San Francisco, would undergo a substantial depriva- 
tion; iti' funds available for unrestricted use would, under either 
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plan, have decreased from over $1700 per pupil to about $1100. By 
means of a substantial increase in categorical aid and a hefty special 
local tax which would have been perniitted, San Francisco might have 
to keep its school spending at a level within §150 of its present level. 
There appears to be no practicable way of complying with the no* 
wealth principle without taking public money away from San Fran- 
cisco, which is one of the places in the state where it is most needed. 
Similarly, in Michigan, any process of eijuali/ation is almost certain 
to reduce or limit school spending in the southeastern quadrant of 
the state, whe- v most of the school failure problems exist, in order to 
increase s()ending in the northwest, where school achievement levels 
are highest. 

The character of the population of poor districts is troublesome 
on three additto ial counts. One is that the wealth of the district is 
partly dependent on property assessment practices which are by no 
means uniform in many states. To the extent that a community suf- 
fers its taxable resources to be undervalued, it is difficult to see it as 
the victim of invidious discrimination by the state. A second is that 
it is becoming increasingly difTicult to accept as a standard of relative 
deprivation any financial criteria which proclaim the rural popula- 
tion to be the disadvantaged. A rural dollar and an urban dollar are 
not the same, either in value or social significance. While the no- 
wealth principle does not necessarily require that such dollars be 
treated as equal, it would create momentum for such an assumption. 
Thirdly, it is true within metropolitan areas that the residents ot iKior 
districts arc partly sclf-selectecl. The economists who adhere to the 
pure analysis of Professor Tieboldt tell us that differing levels of tax- 
ation and public spending within a metropolitan area assure freedom 
cf choice to individuals and optimize the utilization of public services 
as each family chooses the combination of taxes and services best 
suited to it. To some extent, at least, this pure theory does work, and 
to the extent that it does, it is hard to see those families who choose 
a poor district as the victims of invidious discrimination. In tnany met- 
ropolitan areas, even the poorest citizens can afford to live as well in 
a high valuation district as a poor one, if they are willing to live close 
to industrial land users. 

The plaintiffs contrived to overcome this weakness in their case 
by emphasizing that there are at least some poor, indeed indigent, chil- 
dren among the groups which are disadvantaged by the uneven dis- 
tribution of school money. There must, indeed, be some poor childreti 
nbo gel Jess schooJ sGtvke because their parents, who exercise very 
little control over their lives or the lives of their children, reside in 
underfinanced districts rather than overfinanced ones. Justice Powell 
did not respond directly to their plight, although a concern for such 
children is a major preoccujKition of the dissenters Marshall ami 
Douglas. One reason for not doing so is that the no-wealth principle 
logically extends far beyond this beleaguered group to benefit many 
who can make no such claim to justice, at the cost of many who can 
make similar claims. A second reason is that it is wholly unmanage* 
al)le for the C:ourt to attempt to require the states to conect every 



Efiuat Justice and School Finance 



situation in which the law creates burdens that are more heavy, or 
rights which arc less avaihible to the poor than the rich. To decree 
that all indirect discriminations against jjoorer citizens must end 
would be to df!crcc nirvana. As Justice Stewart, in his special con- 
cnrence, notes: 'There is hardly a law on the hooks that d(»e,s not 
affect some people differently from others." Antl it is i;-^ wry nature 
of individual wealth that it empowers the jX)Sse,ssoy rain access to 
some services, including those provided by govcrmu j'M „ and to avoid 
or Dear easily some burdens imposed by govcrr, ) ents. Most of the 
criminal law. and most of the private law, Inevitably falls harder on 
the less wealthy. One recalls Anatole France's epigram about the law, 
in its majestic equality, forbidding both rich and poor to sleep under 
bridges. 

Thus, despite the efforts of plaintiffs to describe their plight as 
poignant, the fact is that they bear little resemblance to the plaintiffs 
m the Brown case who established th?t they as a group were harmed 
by the badge of inferiority which was platrd on them by their segre- 
gated schools. As Justice PoweP proclaimed, *'l1ie system of alleged 
discrimination and the class it defines have none of tiie traditional 
indicia of suspectncss: the class is not saddled with such disabilities, 
or subjected to such a history of pinnoseful unequal treatment, or 
relegated to such a position of political pwerlessness as to command 
extraordinary protection from the majoritarian political process." 

A second problem is that the benefits to be derived by the chil- 
dren Oi poor districts from the application of the no-wealth principle 
seem likelv to be marginal. It will be recalled that die plaintiffs analy- 
sis depended, in part, on a characterization of the interest they assert; 
as "fundamental,'' and hence entitled to special constitutional pro- 
tection. 

The plaintiffs sought to carry the day on this question by de- 
scribing their interest as the right to an education. While the Califor- 
nia court had accepted that characteri/aiion in the Serrano case, the 
Supreme Court in Rodriguez did not. Justice Powell was alert to |K)int 
out that the plaintiffs were being provided w'd. an education, one 
wliicli the state, at least, described as ''adequate"; what die plain- 
tiffs .sought was a more expensive education. It is noteworthy that the 
injury they complain of is the reverse of that asserted in the Brown 
case. Where the Brown plaintiffs conceded that the dollars invested 
in their education were adequate, they coinplaitied of the educational 
outcome, which common sense observation demonstrated to be defi- 
cient. In Rodriguez, there is no sjpecific grievance about the educa- 
tional outcome, but only about the level of financial effort by the 
state. The question can and should be asked, what are these dollars 
really likely to accomplish for die plaintiffs? 

The cjuestion of course evokes a consideration of the controversy 
surrounding the Coleman Report of 19fi() on the relation between 
quality and cost of education. Professor Coons and his associates dis- 
missetl that controversy by asserting that, whatever the relation, the 
poor shoukl have the same right as the rich to be disappointed by tlie 
results of school spending. But, that dismissal is a bit abrupt. The 
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iilaiiuilfs* interest oiigiit not be accorded •'extraordinary protection 
IVoni the niajoritarian political process" if it is not tundamental, and 
rnndamental implies, at least, that tire interest * sul^stantial. One 
recalls the worils ol Chiel Justice Warren in linuvU as he expressed 
concern that the cliilchen would l)e alLrted in heart and mind "in a 
way i nlikely ever to he undone/' Are the Ro(lrigv.:z plaintilts plausi- 
l)ly so harmed? 

The assumption implicit in the Coons analysis is that school spend- 
ing is an investment in youth which results in increased productivity; 
to invest nu 'u some children than others thus produces greater 
liletime ea»nin>;> for the advantaged group. ']'he Cloleman Report 
does not, a- some i>ec)ple opposed to .chool sjjending have suggested, 
prove that sil. >uls cannot so invest to increase productiyityr if that 
wc»re tlieh operative goal. Hut, it does tend to confirm, despite its meth- 
odological Innir:' ions, ap obvious fact which we may have concealed 
from ourselves by the excesses of rhetoric in school millage elections. 
This is that schools but rarely try to spend money in a manner that 
alfects the acquisition of basic cognitive skills or other characteristics 
which might allect the long term productivity of youth. And there is 
a very gootl reason why this is so. It is not because school adniinistra- 
tors and trustees are inililFerent to the need for acquirina; reading and 
math skills, it is because we really know very little about how lu im- 
prove them with money beyond that needed for the most rudimentary 
of school programs. Except for a few publishing houses no one is 
really trying to persuade education spenders that particidar expendi- 
tures will materially increase the durable cognitive skills of their chil- 
dren. 

What then do rich school districts spend their money on, that is 
denied to the children of poor districts? The California Senate Com- 
mittee found that the gteat bidk goes into tlie school payroll. About 
two-thirds of the difTerence is spent on lowering class size, and an- 
other fifth on higher salary scales. It is unlikely that the proportions 
would dirter much elsewliere. We can therefore assume that the pri- 
mary advantage of attending a wealthier school is that tlie teacher is 
better paid and less iiarried, that there will be somewhat more aux- 
iliary services in the form of school nurses and school social workers, 
and that there will be a somewhat broader program in such areas as 
art, music, and athletics. Common setise would seem to say that these 
fXiK'ndi tines are not, in any economic sense, significant investments 
in children; rather tliey are. for most stiulents, consunquion items 
which add to the pleasures of the moment but have very little to do 
with the children's adult lives. To speak of the largest item, class 
si/e, as alFecting the minds and hearts of the students in a manner 
unlikely ever to be undone would l)e a bit exlravagant. 

I hasten to add tliat I do not perceive such expenditures as waste-^ 
ful r prely because they lack durable significance. Like expenditures 
on I )lic parks or museums or concerts, they enrich the lives of citi- 
zens more than comparable private expenditures on licpior, gasoline, 
or cosmetics. Uut we would not, for example, regard acce:,s to a public 
golf course as a fundamental interest, and there is no reason to change 
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that assessniciit because the j^oll course is operated by a school district 
rather than a city. To tocns more directly on the arf^iimcnt which 
was eiul)raced by Justice Marsliall in his dissent, it is very hard to 
accept his assertion that children are disadvaniajircd in their ability 
to exercise their constitutional politicid rights and their rif^ht to free 
expression because they aiiend school iu larger classes in a school 
which has no orchestra, and is sialled Ijy teachers with fewer graduate 
degrees. 

UnfortHuately, justice Powell was moved to go beyond the re- 
(juirenients of the case lo dec hue flatly that education is not a funda- 
mental interest. Taking a Ijow in the direction of the popular notion 
of stria construction, he emphasized that education was not a right 
identified in the federal constitution. On this basis, he distinguished 
the right to an educatfon from the right to counsel in criminal pro- 
ceedings or the right to vote or the right to travel. In fact, as Justice 
iVfarshall forcefully demonstrates, the Federal Constitution is none too 
explicit about some of the other interests which have been treated as 
fundamental by the Court. One might also question whetlier a strict 
constructionist ought not l)e satisfied to find the right to an education 
iu the state constitutions inasmuch as the equal protection clause is 
addressed only to the manner in which the state classifies rights which 
it creates. In fact, as Justice Marshall again points out, almost every 
state constitution establishes the right to an education. It was this ex- 
cess assertion by Justice Powell which brought forth a sjj^ecial dissent 
of protest bom Justice Brennan. And it seems quite possible that the 
Court will have to reconsider and withdraw that comment if they are 
confronted with a case in which the right to an education is totally 
abridged. Such abridgements have occurretl irv some soutliern coun- 
ties and may occur more frecpiently in some northern laban areas af- 
flicted with financial crises and labor difficulties. I offer Detroit as a 
recent close call. Perhaps Justice Powell would proix)se to deal with 
such a situation by applying a more flexible test than the Warren 
Court s strict scrutiny test; such an approach would l^e consistent 
With the recent observations and argument of Professor CJunther of 
Stanford. 

The third problem which I identified is but a corollary of die 
second: yet, it seems to me to deserve some attention. It is that adults, 
not children, are the likeliest beneficiaries of increased state exjjendi- 
tures in ixmr scliool districts. l*his fact has little legal significance 
unless it can l)c said to rationalize the inaction of the Texas legisla- 
ture in failing to correct the inequity. But it should nevertheless 
weigh on the minds of those who may in the future appraise the 
utility of the no-wealth principle. 

There is nothing unusual about this plienomenon to those who 
are accustomed to the problems of mounting an attack on poverty 
through the pid>lic budget. I am told that there is a principle known 
in Washitigton as the elephant feeding principle, which dictates that 
he who feeds sparrows in the elephant pen must supply enough bread 
to sate the elephants so that there will be leftovers for the sparrows. 
As the biggest beneficiaries of health insurance are doctors, so the big- 
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gest beneficiaries oi education cxi)enclituies arc teachers. Let there 
be no mistake that teachers are. I>y and large, useful citizens who de- 
serve to l)e well paid. Uut it is far from clear that a program which 
would equalize the wages and working conditions of teachers has 
anything to do with the aims and values of the Fourteenth Amend- 
ment. 

It is useful to ryx^l that almost every teacher in America has an 
income above the national mean. Devoting public money available 
for other purposes to increasing teachers* incomes does not increase the 
general eijuity of distribution in the society. Indeed, to die extent 
that the public money is derived irom taxes imposed on tax|)ayers 
who are less fortunate than teachers, it tends toward the opposite ef- 
fect. Moreover, it seems likely, although not inevitable, that compli 
ance with the no-wealth principle would tend to raise rural teaching 
salaries in relation to urban salaries. If so, this would encourage an 
outmigration of teachers which is hardly welcome, and hardly con- 
sistent widi die substance of the right to equal educational opportu- 
nity. 

Tlie fourtii problem with the non-wcnUh principle is also jpri- 
marily a practical, political one, with a legal significance limitecf to 
providing a just reason for legislative inaction. It is that the secondary 
consequences of adjustments in local tax levels are not necessarily 
desirable. There is still some truth in the old adage that an old tax 
is a fair one. Any compliance widi die no-wealth principle must have 
a substantial impact on die rates ol taxation in i>otli rich districts 
and poor. Economists assert, fairly convincingly, that tax levels are at 
least partly capitalized in the values of land. As tax levels rise or fall, 
relative land values change. Hence, a decrease in tax levels in poor 
districts will enrich land speculators there; while a corresponding in- 
crease in tax levels in rich districts will be costly to owners diere. A 
shift to a different form of taxation changes the nature of die impact 
on diose whose taxes are increased, but tliere must, in any event, be 
an impact on some taxpayers somewhere, who will be the liicldess 
group to take up the financial slack left by mandated tax relief in 
the poor districts. 

It can be imagined that the secondary consequences could be ad- 
verse to poor urban children. The possibility is suggested by die rec- 
ommendations of the California Senate Committee. Under either 
of the plans suggested i>y that toniniittce, it was contemplated that 
San Francisco might raise a sjiccial local levy in order to maintain 
current school spending levels. One plan called for about a 50% in- 
crease in faxes on San Francisco property; the other called for about 
a 70% increase. It seems unlikely that the voters of San Francisco 
would opt for such precipitous increases. To the extent that they did 
so, however, it would be at tlie risk of some loss of marginal industry. 
It is at least |)ossii)le that the existence of those jobs in the citv is 
far more iin|X)rtant to the educational growth of the poor children 
of California than any possible result of fiscal equalization could be 
to the children of poor districts. In any event, whoever may be the 
winners or losers in such transfers of capital, it seems clear that the 
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consequences Imve no positive relation with the aims and values of 
the Fourteenth Amendment. 

A fifth difficulty, which is related to the lourth. is that the imple- 
mentation of the no-wealtli principle almost surely requires the <le* 
velopment of some sul^stantial new sources of uublic revenue for edu* 
cation. Indeed* it is no secret that much of the popular enthusiasm 
for the Senano decision was derived from dissatisfaction with the 
property tax and an e>C|>ectation of c jliverance from its burdens. 

The conventional wisdom is that the property tax is regressive. 
Indeed, the champion of the conventional wisdom, our President, has 
said that it is ''one of the most oppressive and discriminatory of all 
taxes.*' And George McGovern also identified himself with what he 
described as a property tax revolt. 

Unfortunately, those who object to the property tax have not 
manifested any eagerness to pay other taxes which might be regarded 
less unfavorably. The voters of Michigan have emphatically rejected 
new and more progressive taxation. The California Senate Committee 
resigned itself, with some reluctance, to a primary ctependence on the 
statewide property tax. The New York Fleischmann Commission was 
unable to unite behind any recommendation as to new forms of tax- 
ation. 

In fact, the property tax is not as bad. as the President proclaims. 
Its worst features cin be remedied, as the California report clearly 
demonstrates. It is old and we are used to it. And there is reason to 
believe that the primary bearers of the tax on rental property are 
landlords, not tenants, so it may not be so regressive. For these reasons, 
the property tax will surely survive, even if it is de-localized, as may 
be required in some states, and may result in others. 

The real difficulty lies in the fact that the property tax, in what- 
ever form, is nor likely to be adequate to meet the demands created 
by a program of equalization. As can be seen in both the California 
and New York rcjKjrts. it is very difficult to contemplate equalizing 
by reducing the expenditures of rich districts. Thus, new monies have 
to be found. The California Committee thought that it had developed 
a workable scheme that could be implemented for under a billion 
dollars of new school money. They ditl not say where that money was 
to come from; six months, they said, was not long enough to solve 
that problem. 

In appraising the practical desirability of the no-wealth principle, 
it would seem to be useful to know who is going to pay this price. If 
the cost is to be borne by taxpayers who are less able to bear the cost 
than those who will benefit, the implementation will be somewhat 
self-defeating. And, even if the source of tlie new money is highly pro- 
gressive, or even if it came from a private donation to the state, there 
would be the auestion of whether implementation of the no-wealth 
principle would be the best use of the available funds. Those who 
have never participated in the budgeting process are prone to assume 
that public budgets are infinitely elastic. If only the budget-makers 
want to, they can find the money for any use. But those with experi- 
ence know well tliati no matter how generous the supply of funds, 
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there are always worthy competing uses to he considered. If the state 
of Cahfornia hail a hillion doUars to spend for the purpose of pro- 
moting greater ecpiality, and lietter social and economic opportunity, 
It is lar hoiu clear that the expencUturcs suggested Ijy the Senate Com- 
mittee, or those adopted hy the legishUure last l)ecend)er, are the best 
availahle. Housing and transportation needs, for example, must be 
compared to the needs lor higher teachers* salaries and smaller class 
sizes in ixjor districts. Indeed, there is a paradoxical feature of the 
California report: it laoposes to devote a half hillion to categorical 
aid for disadvantagecl youth, but the bulk of that money to be di- 
rected to the five urban school districts identified as the scenes of much 
school faihire would do little more than offset the funds which are 
diverted from that district in the pursuit of equalized financing, and 
they woukl have been inadecpiate for that in San Francisco. Obviously, 
from the |X)int of view of those intended to be benefitted by a com- 
pensatory program, it would be more desirable to apply the half bil- 
lion on ioi )f the existing financial scheme without the other accom- 
modations which seem to be recjuired by the St'rraNo decision. 

A lost horizon in the no-wealth discussion has been the historic 
function of local school boards. Their nrimary ion has been to 
raise money for public use by |>ersua(ting fell Uizens to forego 
cosmetics or litpior in favor of spending on chucUcn. Much of the 
money so raised is not othenvise available for public use because only 
a local school board is in a psition to exploit this somewhat selfish 
instinct of parents. The biggest beneficiaries of the traditional pattern 
of local finance have been the jxjorer children in the wealthier dis- 
tricts, because they have been privileged to share the pleasures of 
their wealthier neighbors on an ecpial basis. Thus, within local com- 
munities, the system has been a source of social c(|uality. Consump- 
tion items like golf and music have been socialized. If school spend- 
ing is to be standardized, this source of public revenue is eliminated, 
and the parental spending is diverted into the private sector where 
economic class lines are sharply drawn. 

Let me emphasize this problem by reference to a homely example 
of concern to me. For many years, the Ann Arbor Schools have de- 
voted three to five percent of their budget to a first class music pro- 
gram, providing instrumental instruction to all children beginning 
in tlie elementary grades, and producing school orchestras and choral 
groups second to none anywhere. This investnent of funds has been 
the result of long-term efforts by perhaps two percent of the parents 
of Ann Arbor, w'lio care enough about quality music to sj)eak up for 
it. The result of their efforts has been the enrichment of the lives of 
many children, some poor, some not so poor, and many from families 
whose interests in music was outgrown when Tommy Dorsey went 
off the air. To be sure, this social benefit weighs lightly against the 
great social needs of our time. I • otie would clioose to spend money 
on such a program as an alternative to mass transit. But as long iii it 
is the rich people of Ann Arbor (rich cuhnrally, as much as economi- 
cally) who are willing to pay the price themselves, or who are willing 
to bear political responsibility for raising the revenue by taxing their 
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neighbors* wlio is hurt by such expenditures? What kind of egali- 
tarianisni is it that compels those super-caring parents to devote their 
efforts to upgrading private music lessons, where the ixjor and tlie 
musically ignorant will be shut out? The response ot some casual 
equalizers is to direct these parents to Lansing, where tliey can urge 
a first-class nuisic program tor all the cliildren ol the state. Bless tliem, 
it would indeed be wonderful to sliarc that program so widely. But 
ill Lansing their voices will be among the smallest of the many clam- 
oring to be sjxjnsored in the state budget. First class, elite, nuisic in- 
struction has no better chance in Lansing than a palm tree. Indeed, 
even within Aim Arbor, the continuation of the progiam has been 
threatened by the reluctance of Ann Arbor Schools to continue spend- 
ing so significantly above average levels. Perhaps such islands of elitism 
in the piildic sector are all doomed, anyway, but it is hard to see that 
their abolition will, as a practical matter, advance the historic aims 
and values of the Fourteenth Amendment. 

Thus, if the state is unwilling to exploit the protective insdncts 
of middle class parents for a constructive use, others will exploit it 
for profit. Nfeanwhile. I would emphasize, money which these parents 
would not be supplying to the public would be partly replaced by 
money which must be taken from other public uses, perhaps public 
transportation or housing. At the least, this would seem to provide a 
reason for some legislative reliance on the local property tax, sufficient 
to withstand justice \Vhite\s inspection, assuming the foundation 
grant provided by the state can be demonstrated to provide a reason- 
ably adequate basic program for all children. 

The sixth practical difficulty listed was the fate of local control if 
the no-wealth principle is embraced. It will be recalled that Texas 
sought to justify its program as a rational accommodation to the need 
for local control, that justice White expressed die view that there 
was no reasonable relation between that policy and the Texas law, and 
that justice Marshall challenged the sincerity of the assertion on the 
groutul that there is no local control in Texas, anyway. 

The position of Justice White that there is no necessary relation 
between local fniancing and the measure of local control is not with- 
out support. A study by the Urban Institute found no correlation 
between the measure of local autonomy and the proportion of school 
money provided by the states. Fxperience in Scandinavia confirms 
that local control can be exercised over centrally provided funds. Nev- 
ertheless, common sense indicates that there must be some relation be- 




tendency is likely to be powerfully activated by the probable develop- 
ment of state wide collective bargaining. If tlie state is the primary 
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.source of funds, the economic pressure must be applied at that level, 
and the bargaining process will prove difficult to contain. Contracts 
will often control a variety of issues siu h as class size, level of auxil- 
iary services, tenure practices, and discipline, which are now con* 
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trolled in significnut measure at the local level. 

Tlie forecasts arc to some extent confirmed by contemporary be- 
havior. State school officials greeted tlie Serrano decision with a una- 
nimity and vigor which bespoke an enthusiasm lor cgalitarianism not 
theretofore revealed by their actions. 1 heir instinctive reach for jiower 
seems also to be reflected in the New York Fleischmann Commission 
report. That report advocates ftdl state funding as ^ means to gieater 
equality in education, and also strongly advocates greater community 
control over education. One of the arguments advanced for full state 
funding is that it will enable the state to exercise greater control over 
how the money is snent. Insensitive to any paradox, the report then 
elaborates, for hundreds of pages, new standards to be imposed on 
local schools, including some requiring greater community control. 

Concern for local educational autonomy is also confirmed by the 
advocates of the no-wealth principle themselves. It will be recalled 
that a major reason for the efl^orts of Professor Coons and his associ- 
ates to identify the interest they sought to advance as fundamental was 
to leave the rest of local government in tact. Moreover, they also went 
to considerable length to develop an alternative method of school fi- 
nancing which they have advanced as a more constitutional method 
of preserving local choice of school spending levels. This system, 
known as District Power Equalization, would, in short, move funds- 
from richer districts to jxiorer districts in such a way that a dollar of 
tax would produce the same return in school spending wherever it is 
collected, each district receiving an equal ^)ublic fisc for equal tax 
effort. As Justice Powell noted, however, this method of finance has 
not been tried. Is it not clear that it would work, that it is politically 
viable, or that it is, indeed, really consistent with the no-wealth ideal 
inasmuch as spending discrepancies would remain and might be more 
closely linked to median family incomes within districts. In addition 
to District Power Equalization, Professor Coons is labori?ig to develop 
other methods of promoting local control in state-funded schools. 

Given all these circnmstances, it is very difficult to agree with Jus- 
tice White that there is no reasonable relationship between local con- 
trol and the use of a local finance base. It is equally difficult to a^ee 
widi Justice Marshall that local control of edtication in Texas is a 
sham. As Justice Powell noted, the local districts in Texas do retain 
the power of eminent domain, the power to choose school sites, the 
power to hire and fire teachers, the power to maintain discipline, and, 
most relevaiuly, the {xiwer to fund or not to fund a variety of educa- 
tional programs* justice Powell was correct in finding that the Texas 
system was a rough accommodation of the conflicting forces identified 
by Professor Coleman of Johns Hopkins as: ''the desire by members of 
society to have educational opportunity for all children, and the de- 
sire of each family to provide the best education it can afford for its 

own children.** ^ . . i . i ... r 

On the odier hand, it seems timely to question the desirability of 
the goal of local control. This is an heretical question, but a relevant 
one nonetheless. It is a fairly well established feature of American 
politics that minority interests are more heavily weighed in decisions 
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made in larger units of government. There are several apparent causes 
for this phenomenon. One is that smaller groups tend to produce more 
stable political organizations which are less dependent on the support 
of marginal minorities. Another is that smalUinie political activities 
attract less attention and are thus the preserve ot the most attentive 
constituency, which tends to be the majority gioups. It is, thus, hard 
enough to turn out minority voters in a presidential election, and 
almost imix)ssible in a school board election. Accordingly, although 
there will be local exceptions, effective programs of compensatory 
education are more likely to emerge from statewide policymaking than 
from local policymaking, and still more likely to emerge from federal 
policymaking. Reduction of local influence on schools might, indeed, 
be the most benign consequence of the implementation of the no- 
wealth principle, but it is the consequence which its authors are at 
the most pains to minimize or prevent. 

Thus, it is cs()ccially painful to read the suggestion advanced in 
both the California Senate Committee report and the New York 
Flelschmann Commission report that local school boards will be re- 
lieved of the onerous duty of raising money so tliat they can devote 
more time to school policy. This is visdom reversed. If school politi- 
cians like myself, and their camp followers, had solutions to the prob- 
lems of school failure which beset our most needful children, those 
problems would have been solved. While there is a visible tendency 
of educators to sink into uncreative routines, and thus to recjuire oc- 
casional external prodding, it is vei7 doubtful that low-visibility, part- 
time politicians provide any such constructive stimulation. If local 
school boards are not to be permitted to perform their historic func- 
tion of raising money that is not otherwise available to the public^ 
it would seem the better course to eliminate those bodies altogether. 

This observation bears on what seems to many the ultimate solu- 
tion to all the difficulty, federal funding. Even the federal budget is 
finite. If some of it is available to provide for more equal educational 
opportunity, how should it be spent? Reasonable minds may differ 
about the answer to that question, but few who are attentive to the 
consequences would urge that the best course is to put the money in 
the hands of local school districts to spend on tax relief and pay or 
amenities for teachers. Equalizing the money available to local school 
x)Iiticians may provide a kind of equality for them and for teachers, 
)Ut it won't do much for the children most in need of better school- 
iing. This has t>een made very clear by our experience with Title I of 
the Elementary and Secondary Education Act. Although money dis« 
tributed under that legislation was earmarked for the educationally 
disadvantaged, one local district after another diverted those funds 
to non«com))ensatory uses. The lesson of that experience is that more 
federal control, not less, is needed. Generalized revctme«sharing, with 
less rigorous federal control, is not responsive to the needs of disad* 
vantaged cliildren. Those whose primary commi^m ^nt is to the social 
ideal embodied in the Fourteenth Amendment must find any pro- 
posal for unrestricted local spending of federal money to be a mis« 
direction of scarce public resources. 
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The complexity of the local control issue may be illimiiiiated by 
a note of comparison. PostM evolutionary French governments, strongly 
motivated by the goals of equality and tVaternity, emphasized a na« 
tional educational policy which obliunated family, community, and 
local control. French children, from Provence to lirittany, study by 
the same lesson plan. Partly as a result of this system, as is well known, 
the French people came not '*to care what you do as long as you pro- 
nounce it properly." The elimination of French dialects, whicli were 
ttiought to be symbols of class distinction, was a major program of 
compensatory education which worked. It worked because of ti|i[lit 
national control. On the other hand, such systems do have a price, 
even in equalizing effects. Those families who care the most about 
schools and learning, whose children have tlie most to give to tlieir 
l^eers, go to private schools if tliey can. It is perhaps not an unrelated 
fact that public education in such countries gets little support from 
the intellectual and economic elite and is endemically unclerfinanced. 

The seventh and final difficulty with the no-wealtli principle is that 
it |)oses a grave problem of judicial administration. This is \e\y much 
a legal consideration, although Justice Powell made no reference to 
the difficulty in his Rodriguez opinion, but it was clearly raised by the 
decree eiucred in tlie trial court. That decree created a significant pos- 
sibility of a kind of constitutional crisis whicli might have been very 
costly to resolve. 

l*he court, below did allow the Texas legislature an extended pe* 
nod in which to create a new system of scliool financing which would 
comply with what the court perceived to be tlie constitutional require- 
ments of equality. One need not sup|K)se that the Texas legislature 
wotdd defy the federal court in order to consider tlie i>ossibility that 
legislation mjght not be forthcoming; legislation does require con- 
sensus and it is easily imaginable that none would form. In the event 
that the legislature (lid not act, the court decreed that the state Board 
of Education would reallocate the funds derived from local school 
ta.xes in a manner that would conform to the constitution. It seems 
almost probable that if this should occur, local districts would re|)cal 
their levies rather than provide hinds for use elsewhere. The result 
would be that the court and the state board wouhl be left to emialize 
spending with a reduced total outhiy for schools. Chaos would lie the 
most probable result. Hie court and the legislature would have to 
share responsibility for closing the schools. In order, presumably, to 
save our schools, we would first destroy them. Such arrogance is more 
than unseemly, It woukl be far more harmful to public confidence 
in all the institutions involved than coiitituied inequality, however 
viewed. 

To be stire» tlie Supreme Court has assumed similar risks in issuing 
decrees which called for legislative responses. The reapportionment 
cases are the best examples. Pint the alternatives of at-large election.s 
or provisional court-drawn districts were far less harmful as ultimate 
judicial ies)K)iises if the legislature should fail to act. |udicialization 
of the public fisc |)Oses a remediation problem of a dirfeient order of 
magnitude than reapportionment because the courts have no way of 
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generating revcmic. Or so it would seem. It would, to say the least, 
be a new departure in judicial activism for the court to establish aiitl 
enforce its own revenue measure. Yet that would seem to lie the only 
eftective alternative open to the court if it were to opt for the no- 
wealth principle ami yet avoiil the risk of a ilesiructive challenge to 
tht legislature such as the one the trial court in Rodriguez had ijoscd. 

Some of the practical ilifliculties which have been identifieil might 
iKive been avoiiled if the architects of the attack on unequal finance 
had considered the remeiliation problem first. One advantage of this 
a|jpro:ich is that it might have helpeil them to maintain eve contact 
with the historic Fourteenth Amendment goals which they sought to 
serve. Thus, there is one renieily which a court might employ to cor- 
rect some financial inequities, which woukl have the apparent clFect 
of increasing the resources availalilc to those most in need of better 
education. The remedy woukl be to order the fiscal feileration. or 
the consoliilation for fiscal purposes only, of rich and poor districts 
within a nietiofM)litan area. This remedy coulil be achieved by court 
<)rder without direct challenge to the legislature, and with much less 
disruption of continuing educational programs. Although by no means 
tree of atlvcrse social conse(|uences of the sort iilentifieil, the remeily 
would be more attiineil, in its practical results, to the aims and values 
of the Fourteenth Amendment than fuller implementation of the no- 
wealth principle in a manner involving all the .schools in a state. Un- 
fortunately, the more constructive remcily of mctro|)olitan fiscal feil- 
eration is so poor a fit with the no-wealth principle that it is unsiiited 
to enforce it. 

It Woukl seem to have been a better service, if it were possible, 
for the architects to ilesign a principle that would have fit that rem- 
edy. I have elsewhere tried my hanil at that task, without, alas, any 
apparent success. But there may be reason to hope that the Supreme 
Court of Michigan will use such a remedy if the Michigan legislature 
does not respond to its initial proclamations ilcclaring the existing 
scheme unlawful. Perhaps such a remedy might have conmienilcd it- 
self t(» Justice White if he had prevailed in Rodriguez. 

I have elsewhere ileclared the advocates of the no-wealth principle 
to be tpiixotic. They diil, iiuk'ed, mount a myopic attack on a service- 
able mill, the local property tax. And there was a significant risk that 
they would be more harmful than helpful to the ultimate interests 
they sought to ailvance. It is my impression that this appraisal is be- 
coming somewhat more wiilely shareil. As it does .so, the no-wealth 
principle; seems likely to subside. Practical men, alert to all the social, 
economic, ami political consequences, will join in the Court's ai> 
praisal that the cost is too high, if all that we accomplish is an ethical 
gesture. 

For the time being, therefore, the problem of equity in school fi. 
nance remains a legislative problem. It is well that this is .so, I think, 
because the problem is so complex, so polycentric, that almost any 
judicial intervention jironiLses to be counter productive. Courts must 
act on principles; principles are realistic only if they me addre.s.seil 
to simpler problems than those of .school finance; only those having 
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no such comniitinents to clear reason, can accommodate all the con- 
flicting values involved Legislatures are such organizations. There was 
something quite awry that a novel, complex, and consequential idea 
such as district power e(juaU/ation should he designed for presentation 
to a court, for no court is suited hy conq)osition or process to give it 
a fair appraisal The legislative work will be tedious, and at times 
disheartening, but it will be done. 

On the other hand, it should not he assumed that no school finance 
litigation will succeed. If the plaintiffs can identify themselves as a 
truly broadly disadvantaged group, and can show that they really are 
deprived of effective basic educational services, and can limit the focus 
of their attack in a manner that makes a judicial remedy manageable, 
they may well prevail. All tlutt the Supreme Court has demonstrated 
hi Rodriguez is that it will not challenge forty-nine legislatures to a 
|)olitical variation on the game of chicken, for the purpose of confer- 
ring an utKcrtain benefit, on children who have demonstrated no spe- 
cial need, at the exjiensc of unidentified taxpayers and consumers of 
other public services. Less demanding plaintiffs may well get a more 
favorable reaction. 

Meanwhile, we slioultl give die champions of the no-weaUh prin- 
ciple their due. What could be more becoming to Justice Marshall 
than to invoke, on behalf of children who are neither black nor poor, 
the very right which he won so hard as the advocate of those poor, 
black children in his great victory of thirty years ago? His action and 
liis words bespeak a commitment to principled decision-making which 
is the blood of the judicial enterprise. And of Professors Coons, Clune, 
and Sugarman, it must be said that they overran their target because 
of what may seem to some of us an excessive commitment to an ethi- 
cal ideal. But it is just such ethical idealism which redeems American 
law from being a harsh oppressor of the powerless. Over the longer 
arc of time, the future is with them. 
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"The ultimate wisdom as to these and related problems of edu* 
cation is not likely to be deviiied for all time even by the 
scholars who now so earnestly debate the issues." 

-Justice Powell in San Antonio Independent School 
District, et al v. Rodriguez, et al. 

APRES RODRIGUEZ 

In the short time that has elapsed since the announcement of the 
Rodriguez decision a heavy gloom has descended upon some members 
of the school finance reform movement. It seems appropriate therefore 
to devote some opening remarks toward lightening this pessimistic 
mood. In the first place the writers of the majority opinion did go 
out of their way to indicate that they were not endorsnig the status 
quo. Specifically diey said. . . certainly innovative new thinking as 
to public education, its methods and its funding, is necessary to as* 
sure both a higher level of tjuality and a greater uniformity of op- 
|)ortunity. These matters merit the continued attention of the scholars 
who already have contributed much by their challenges."^ While the 
court was thus inviting the academic community to continue the in* 
vestigation of fiscal systems tor education* it was also placing the re- 
sponsibility for upsetting the status quo squarely on the heads of the 
state legislators: . . the ultimate solution must come from the law* 
makers and from the democratic pressures of those who elect them."' 
Any state legislator therefore who believes now that the "heat is off** 
has badly misinterpreted the intent .of the court and is indulging in 
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wishful thinking. To tlic contrary, this particular kitchen is only 
beginning to get warm. 

There arc sonic otiicr |x)iiits tliat niiglit be made for the benefit 
of tiiose reformers who fiutl tlicir ciitluisiasui at low ebb after Rod- 
riguez. There is still hope for reform in tlie state courts in suits which 
rely upon specific items in dittcreiu state constitutions.-* The outcome 
of tliese cases will, it is true, give tlie school finance world even more 
the appearance of a ''coat of many colors** tlian it already has. Mucli 
will turn on the language of the education articles in eacli of the 
state constitutions. It is probable that some of the older constitutions, 
particularly tliose modeled after tlie Nortliwest Ordinance, will offer 
more jKJSsibilities for litigation than constitutions wliicli have been 
more recently reviseil, or in the case of Illinois, completely rewritten. 
A great deal will also rest on the "strict constructioinst** versus "broad 
constructionist" traihtioiis of each of the state courts. School finance 
reformers will also now be turning their attention to plans for amend- 
ing the federal constitution to make it speak more direcdy to the 
(|uestion of whether echication is a "fundamental right.'* The notion 
of adding an education article to the federal constitution is not new, 
but it usually has been torn to pieces on the reefs of the church-state 
issue l)efore it has had a chance to make even u maiden voyage. 

The silver lining in the Rodriguez cloud may be that it will afford 
us a sorely needed breathing s|>ell in this hectic race for school finance 
reform that has been so obvious in the last eighteen miiuhs. No man 
can say with certainty just how many "alternatives * have been pre- 
senteil to state legislatures since August of 1971 when the Supreme 
Court of California handed down the Serrano decision. By referring 
to the rcjx^rting facilities of organisations like the Education Com- 
mission of the States, the Lawyers Committee on Civil Rights Under 
Law, the National Organization on Legal Problems of Education, the 
various divisions of the United States Office of Education, and of 
course the National Educational Finance Project, it is apparent that 
the number of serious fiscal proposals before siate legislatures can 
now be counted in the hundreds. Even those of us who have been 
active in this (icld for some time find it cpiite diflicidt to keep |M)stecl 
on all the proposals being put forward by responsible groups and 
individuals. We do, indeed, need time to step back and observe the 
forest insteacl of being lost in the trees. Such is the purpose of this 
paper, to consider again the ancient problems of ecpnty in school fi- 
nance and then to analyze Ijriefly the strengths and weaknesses of 
some alternative solutions that have been pio|x>sed for these prob- 
lems. That we have been working this forest for no less dian seven 
decades is jjerfectly true. Elwood Cubberly first |)ointed out die equity 
problems in school finance at the turn of this century.^ We would 
not have the audacity to take up the axe again were it not for the 
certain kiumledge diat each new generation reinterprets these old 
ccpiity concerns in a difierent perspective as the years progress. Surely 
none would deny that the recent wave of school finance litigation has 
added new and interesting dimensions and this fact, we hope, justifies 
yet another logging expeclition. 
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Before we start felling the trees, however, it might l)e a good idea 
to remind omselves that the solutions that n?en ix)se to serious social 
and economic problems do have a wav ol badoiring on them. Thai: 
great legendary figure ol ihe North. Paul Uuryon/ learned this the 
hard way. It seems the forests of the Norih were plagueil by swarms 
of particularly discomforting moscpntoes. Word reached Bunyon that 
in Louisiana they had developed a specie of fighting bee that de« 
stroycd mosquitoes. Bunyon was delighted to hear this good news and 

promptly sent for a sample of the bees. For 'white livings were 
fine and the insect civil war proceeded in excellent la.shion as the 
southern bees kept the northern mosquitoes ia check. Unfortunately, 
the bees and the mosquitoes started behaving like people; that is, they 
got tired of "^ghting. settled down, and intermarried. To his horror, 
Bunyon then discovered that the progeny of this miscegenation turned 
out to have stinger.^ on bodi ends. It would not be ilifficult to find 
state department personnel, or members of state legislatures, whr: 
have discovered that imported new ideas in school finance, when 
grafted without pro|)er inspection on native stock, turn out to have 
strange and bitter fruit. State*^ who have invited outside experts to 
investigate their educational fiscal structure would be well advised 
to ins|iect their "southern bees** carefully. 

ASPECTS OP THE EQUITY PROBLEM 

Rodriguez has not changed the economic and fiscal facts, only the 
legal interpretation of tho.se facts. In this section of the paper we 
shall endeavor to show that the equity problems |>ersist no matter 
what the courts have said about them in the past, or are likely to say 
about them in the future. After all, if we are to believe Mr. Justice 
Stewart, a method of financing the public schools can be both "chaotic 
and unjust** and still remain "constitutional." and ii might also be 
recalled that even Justice White, who found for Rodriguez, was con* 
strained in another cast to note that ". . . the Constitution does not 
provide judicial r'jmedies for every social and economic ill."^' 

First, there i» the matter of po.s.sible inequities among taxpayers. 
Table one contalvis some basic data which .sets the stage for consiaera- 
tion of this aspect of the equity pioblem. In this and other illustra- 
tions in this paper tlie audior has drawn upon data from Illinois 
for two reasons. First, he is more familiar with that state than with 
other .states, and secondly, that state has recently completed no less 
tfian six volumes of school finance studies that provide a good deal 
of material for everyone interested in these matters." Parenthetically 
it might be ^aid that Illinois is also a particularly ggod place to study 
the many aspects of the general equity problem. States which are 
large in si/e, which have many .school districts, and which have ex- 
tremes of wealth are particularly prone to equity problems and Illi- 
nois, unfortunately, fits all three requirements very well. 

It will be observed in table one that if two taxpayers of equal 
individual wealth resided in the Maple Grove Elementary Scliool and 
the Metropolis City Klementary School the unfortunate taxpayer re- 
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(!i.uNC)is Data) 



Disirici 



196'* \ 'otal 
iuluc^ 7Vix Hate 
(per $100) 




1968 Ass. 
Valuation 
per pupil 



Maple Grove 



KleiuciUary 
Metro. City 



0.41 



1.585 



S873S5 



Kleinentary 
Joppa H.S. 



1.72 
0.83 



628 
1.901 



11.680 
257.853 



Elementary 
Chicago Unit 
Brookport Unit 



Metro. City 



1.74 
2.53 
2.73 



814 
1.053 
609 



27.769 
23,407 
3.612 



Note: All except Chicago are in Massac County. 

siding in Metropolis City will pay a rate over four times as great as 
the taxpayer residing in Maple Grove and yet that unfortunate tax» 
payer would receive a bundle of goods and services priced at less than 
half of tliose received by his more fortunate neighbor in Maple Grove. 
Lest it he argued that these differences are really cost differentials 
and do not reflect quality levels it shoidd be jjointed out that these 
are neighboring districts located in the same county in southern Illi- 
nois. A simihir situation exists ». . the fortunate citizen in the Joppa 
high sciiool district and for his mfortiuuUe neighbor in the Metropo- 
lis City high school district. Citizens in Chicago versus Brookport. 
which are located at opposite ends of the state of Illinois, are not 
quite so far apart in terms of tax effort, but their similar tax effort 
produces quite different residts. This lack ot equity for taxpayers 
exists in varying degiees in all states of the Union. Even in the state 
of Hawaii, where full state funding has been the ride, some local 
amounts of "add-ons'* have been allowed in recent years which then 
reintroduce tlie equity problems. Although economists are far from 
being in agreement as to how to evaluate this situation, at least some 
believe that this state of affairs violates the principle of public finance 
known as the "equal treatment of economic equals.'* 

Perhaps, however, one is not interested in this "hori/ontar* tax- 
payer ineciuity matter but rather in what is sometimes termed "vcr- 
tical" equity; that is» the equal treatment of economic nrtequals. If 
such is the case then the snape of the distribution of expenditures per 
pupil will likely become the focus of attention. Those who study this 
facet of the equity coriplex are usually more concerned with effects 
ujK)n students than with "fairnes.s" among taxpayers. Figure one shows 
the distribution of expenditures [hiv pupil in most states outlined 
with a solid line. The evidence indicates that diis is a skewed distri- 
bution.^ Many would argue that the desired distribution is that indi- 
cated by the dashed line, that is. a distribution whose variance has 
been reduced by making the distribution approach the shape of a 
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normal or hcll-shupcd distribution. This school ot thought frequently 
concentrates upon **leveliug up" ex|x.'nditure levels lor tlie poorer 
school districts, or, in terms of the iHa}»rani, shifting the curve to the 
right. In sonic cases tliis school ol tlionght holds that the expenditure 
levels of the more affluent districts must be fro/en in order to ai> 
proach this desired ''normar' distribution. A closely rehited scliool oi 
thought argues diat there is some •*|xirmissihle'' variance that society 
will be willing to tolerate among economic unecpials. It i' !;cl:l that 
perfect equality is not desired, but tliat tlie variance shouil br held 
within socially ^^permissible'* limits. The works of Arthur Wise con- 
tain several references to Uiis notion,** In this theoretical formulation 
equity is to be souglu by reducing the variation in expenditures per 
pupil, in tax rates, and in wealth among school districts. Many among 
this gioup would also insist that the real ilesidcratum is to eventually 
reduce the variance in achievement test scores or in some other meas- 
luements of school output. Thus all students would leave the common 
schools (K-12) on a more ecjual footing than when they entered those 
schools, and the race for rewards after the common schools would be« 
^in on a more equal basis. 

The defense of this particular notion of social and educational 
equity is more {x^litical tlian economic, and is of very ancient deri- 
vation. Relying on a stream of thought that is traceable at least to 
Jefferson, and probably to Aristotle, it is maintained that the body 
politic is neitiier safe nor stable if diere exists great variations in 
power, wealth, and knowledge. Tlie defenders of tliis view of society 
would seek to establish a broad middle class, well educated citizens, 
and active participants in the political process. This **golden mean'* 
would then become the major underpimiin^ of a democratic society. 
Ir leed, the notion of ''one man, one vote" itself assumes a configura- 
tion of society not greatly imlikc the one sketched here. Extremes of 
wealth, knowledge, and power would be allowed, but would be con- 
trolleil, lience the origin of the normal curve shape. Such an ideology 
also assumes correlations among the three factors of knowledge, 
wealth, and jpower, and that assumption would be challenged now uy 
some educational analysts.^ 

There is a third dimension of equity that has arisen out of recent 
school finance litigation. This has understandably been expressed in 
legal and constitutional terms; liowever, it is not necessary, nor is it 
even desirable to always address the issue from the point of view of 
those who wear the coif. We have reference to the notion of 'Tiscal 
neutrality.*' This aspect of ecfuity can also be approached from a 
socio-political frame of reference, in fact, as the efforts of Aiken and 
Clune tend to sliow, a defense on strictly economic grounds may prove 
difficult.'" It can be argued tliat status ni an ofK'n and democratic so- 
ciety shoidd be achieved by individuals tinougli tlieir own meritori* 
ous behavior radier tlian being ascribed to tliem by tlie conditions of 
their birth. This ascription of opportunity can very well include the 
wealtli of a scliool district into winch a student happens to be born, 
or into which his parents liappen to move. C»riibb and Michelson 
speak of this in terms of '\ . . disassociating school resources flowing 
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to tliililrcn from certain inequities among tlicir parents . . /' and 
lorrectly point out tliat tlie fiscal neutrality concept views children as 

. . independent ol their parents and eipial citizens of the state.**^* 
Mucli broader pliilosophical justifications tor this .sup|)ort of achieved 
status over ascribed status can be found in Vilfredo Pareto*s concept 
of a "circulation of elites** or in Arnold Toyni)ce*s similar notion of 
a "creative minority/**" 

On a more practical plane the goal of fiscal neutrality Is simply a 
state of affairs in wliich local district wcaUli will no longer determine 
the level of goods and services that are provided to students in an 
area as crucial to tlieir life chances and upward social mobility as is 
K-12 education. It is also maintained that where local wealth has 
acted to create uueijual ascribed levels of educational services then 
state' governments have a positive duty to redres;* this situatioa. In 
fact, it has even been argued by some that this is the first and fore- 
most duty of state departments of education.'* All of this may sound 
to some like ipiite revolutionary talk, but actually the fiscal neutrality 
concept is much more conservative than at least some versions of the 
previously described •permissible variance*' notion. In the first place, 
as Guthrie and I.evin are continually reminding us,** if we really 
are to take the "peiniissiblc variance'* notion seriously tlien we must 
proceed to allocate some midtinle of the dollars to the poor districts 
that we now allocate to the ricli districts. To put the matter another 
way, for all adolescents to start the race lor rewards in life on an equal 
footing at tlie time they divest themselves of mortarboard and gown 
foUowing high school graduation requires that the state governments 
make considerable investmenls in students from tlie poorer districts, 
riiis is true since there has been such a low level of human capital 
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lormation prior to iormal schooling. Fiscal neutrality would require 
no such large compensatory investment schetlule since it restricts state 
responsibility to countervniling only local school district wealth. Tliose 
who advance fiscal neutrality as a proper state goal arc much more 
likely to talk in terms ot school inputs rather than in terms of school 
outputs. It can not be denied, however, that a state which moves to- 
ward fiscal neutrality may also find itself reducing liie v<ijJaJ:ice iii 
expendituYes, ^evvices, and perhaps even ouqiut, but that is not the 
major purpose of the fiscal apparatus. 

Fiscal neutrality is also conservative in another context. To make 
educational service level decisions independent of local wealth levels 
is to enhance local control rather than to restrict it. The joint dissent 
by Justices White. Douglas, and Brennan held that the states, . . 
must fashion a financing scheme which provides a rational basis for 
maximization of local cotitrol, if local control is to remain a goal of 
the system. . . Adoption , of fiscal neutrality wouhl provide a 
setting in which, for the first time, poor school districts would have 
as much meaniufrful local control as would rich districts. Fiscal neu- 
trality certainly does not proliibit, and may in fact promote, di^erent 
levels of educational spending due to differences in local school boards 
and differences in the preferences of local populations for education 
as opposed to other forms of goods and services. In this light it can 
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be argued that the notion o[ fiscal neutrality enhances local consumer 
sovereignty rather than restricts it. Indeed, it is exactly this continued 
variance in expenditures that worrks must of the critics of fiscal neu« 
trality. Later U\ this paj>er wc sliall ievi<'w surli criticisms. 

H one rloes accept the notion of fiscal neutrality as a desirable 
goal ot staie educational fiscal |X)licy (hen ^till lurther questions re- 
iiiaiin to be answered. How are we to k\\o\s when diis '^neutrality" 
has been acJ'Jcved? tu ijrior reseavcK oiv^dacted liy Che author and 
by otliers it has been held that a statistical tool from the discipline ot 
economics, known varion^iiy as the Gini coefficient, Gini index, or in- 
dex ol concentration is an appropriate technique for operationali/ing 
the concept of fiscal iKuitrality. It appears to luive several advaritages 
over the Pearson produrt moment correlation and other statistical 
terhniq»f<s^" Figure t.wo shows how this measurement works. The 
cuuudative percentage of students ranked by wealth is compared with 
tiie cumu)a!iv<^ percentage of expenditures from state and local 
sources. It is also possible to make this comparison separately for ex- 
penditures )ocailv raised, and then for exjienditures raised both locally 
and from state sources. When absolute fiscal neutrality is reached the 
lowest 10 ix?r cent ot the students ranked by wealth will then receive 
10 per cent of tlu: expenditures available for education, the lowest 
20 i^er cent will receive 20 per cent, etc., etc. .Such a function is then 
the straight line described ni figure two. The conservative nature of 
the fiscal neutrality concept is now fully revealed since a truly com- 
pensatory fiscal model would require that die lowest 10 ner cent of 
the students ranked by wealth shoultl receive more than 10 per cent 
of the total funds available for education. To the extent Uiat any 
given state's educational allocation system then departs from fiscal 
neutralitiy a curve will be described which departs from the straight 
line. This curve, sometimes called a Lorenz curve, will pass through 
point B rather than point A. In such a case the lowest 10 per cent 
of die students ranked by wealth will receive le.ss than 10 |)er cent 
of the state and local funds available for education, the lowest 20 per 
cent will receive less than 20 per cent, etc., etc. A numerical value 
can be assigned to the degiee to which the curve departs from the 
straight line by a number of niCans. An appendix to this paper pre- 
pared by professor Rr mesh Chaudhari sets forth one possible calcii- 
fation procedure. Readers interested in the computer software neces- 
sary for su. ti a calculation are urged to correspond widi professor 
Chaudhari. >7 The Gini coefficient can have either positive or negative 
values det)ending upon what variables are placed upon the ordinate 
and the abscissa of the graph. The difference between figure two and 
figure three illustrates the effect of state aid in moving a state toward 
a conditi m of fiscal neutrality* 

EQUITY IN LONGITUDINAL PERSPECTIVB 

It seems particularly appropriate for state departments to conduct 
longitudinal investigations of progress toward, or perhaps departure 
from, some of tlicse equity goals. In order to encourage auch studies 
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this portion of the paixjv will extract some data from such a study in 
Illinois^* In figures four. five, and six the ••permissible variance" no* 
tion discussed previously has been used. The operational specification 
of this concept was in terms ot the so-called •'coethcient of variation/* 
that is. the standard deviation divided by the mean and multiplied by 
100. Division by the mean is necessary to partially oltset inflationaiy 
effects on these measmements. Other stutifiticai techtiiques could have 
(leen med; for example, one miglit have placed all the variables into 
their logarithms and then compared the simple variances of these re- 
sulting log distributions. 

Figures four and five indicate that the relative variance lias indeed 
been dropping in Illinois with regard to expenditures per pupil and 
with regard to tax rates for educational purposes. If the equity goal 
is to reduce the variance and therefore make it more •permissible" or 
•'acceptable/' then Illinois has moved in that direction. That this 
movement has iiot been due to equalisation of wealth among school 
districts can be seen from figure six. While high school districts show 
a reduction in wealth variance this is not true for unit districts, nor 
is it true for elementary districts. One should not jump automatically 
to the conclusion, however, that this reduction in expenditure and 
tax effort variance has been the result of deliberate state fiscal policy. 
Some of the reduction might be attributed to selected state fiscal poli- 
cies such as raising the minimum teacher salaries allowed in Illinois^ 
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VARIATION OF PER PUPIL 
OPERATING COST 




YEAR 

or to tlic cllctts ol cci liiiii iis|jcct'. of the Kciicrtil aid Joi imila. However, 
it is mtitli mote likciv that these icthittiotts in variam.c anions school 
thstrirts within states ate (hie to hioader social and minotiuc lotccs 
operating in the society sudi as the elfects of collective hargaininfr by 
teachers or the rising expectaiiotts of nir. areas fof better educational 
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Figure 5 

services. Some .siipt>ort for this broader intcrnrctatioti can be found 
in tal)le two whtLli reproduces data compiled by Marian Bendixscn 
for the National (Committee for the Su|j|>ort of Pid^lic SchoolsJ^ It 
wjll be noted that variation among districts in ex|)cnditure per pupil 
'did drop strikingly in the United States from 1940 through 1960 but 
that the* reduction since HhiO has not been so pronounced! The prog- 
ress of the states on this criterion does vary and may be due in part 
to various degrees of distiict consohdation and reorgani/ation that 



School Finance in Transition 



Variation of Wealth Per Pupil 




63 64 65 66 67 68 69 70 71 
Year 

Figure 0 



109 



AUemative Fiscal Solutions 



191 



have taken yhcc during this period of time. The particular measure- 
ment used, te,, the range between tlie 98th and 2nd peicentiles. taken 
in the form of a ratio, is unfortunately tpiite sensitive to a few deviate 
districts and ni;iy therefore not be (juite as reliable as the variance. On 
the other hand such a ratio does not need to be correctecl lor inllu- 
tionary ettects, which is necessary when the variance is used. 

Table 2 

Ratios of Expenditure of 98tm to 2w Pikcbntile 
(Seleciions from Bendixsen Data) 



)9'40 49-50 5960 66*67 



CJnhed States IbAO 5.53 5.86 3.14 

New York 4.03 2.78 1.84 1.98 

llHnoii 5.30 4.93 2.49 2.46 

Michigan 4.77 4.08 3.49 1.88 

California 2.85 2.17 1.91 

Colorado 4.38 3.36 1.86 1.73 

Nevada 4J6 2.86 1.37 1.14 

Utah 1.68 1,33 1.42 1.32 

Wyoming 4.97 5.13 1.98 2.08 



It miglu be tempting to some to draw a policy conclusion from 
this reduction of variance which could be described as "do nothing 
and let time take care of the inequity problem." There are at least 
three reasons why that would be unsound. In tlie first place we don't 
have enou^rldngitudinal studies to be perfectly sure of this trend. 
Secondly, in the event that what we are observing, is due primarily 
to school district reorganization and consolidation, then diere is good 
cause to expect this variance to stabilize and reduce not much further. 
In many states school district reorganization can not proceed much 
further without encountering problems of morale and motivation in- 
herent in very large school systems. Illinois, one should very quickly 
hasten to add, is not such a state. There are still over eleven hundred 
school districts in Illinois and this accounts for much of the equity 
problems in that state. But there are logical limits on the degree that 
consolidation can solve inequity problems even in Illinois. Consoli- 
djiMon and reorganization can make the greatest contribution when 
it possible to merge richer districts widi adjoining poorer districts. 
Unfortunately we know that in many metropolitan areas the rich dis- 
tricts are found contiguous to one another in geographic clusters and 
fXK)r districts are likewise grouped geogra(>hically together. Very little 
progress fdli be made toward greater equity by merging a cluster of 
small poor districts into one larger poor district.*^ Finally, we are 
talking of trends here over at least twenty years and probably longer. 
It is unlikely that the social and political forces desiring more equality 
of educational op|x)rtunity are willing to wait decades for the "auto- 
matic** accomplishment of such a goal. 

Figures seven, eight, and nine illustrate the application of the Gini 
coefficient. Illinois, like California and a few other state84 is plagued 
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Gini Coefficients for Elementary School Districts 
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Gini Coefficients for High School Districts 
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wilh sk) t;ilU*(l 'Mual iliMi ic U. * that is sopaiato dnm nt.iiA aiut hi^h 
x(hcM>I (listiicts iiH well as the iu>itnal jui IsclittiDiiH, This guatK 
nHUplicatcs all listal anaUsis in \Uv state. With U'naul to those sepa- 
laic eleinentaiy aiul hi^li st hi.i)l disti iits. it apiuMis that Mime limited 
liio^tc^^ Ihtii made toward athicviii^ listal iieiitralil>; however, 
llie jnciKrisH is so sliulu that one need hardU tall attention it) it, in 
the imiNHtant tatef{tMy ol unit distritts, en*, the K I2 jmisdit lions, 
iheie has heen no prti^iesx toward athieving listal nenlralilv tluring 
the iK'ritKl niuler analysis. MMi.VlHTl. To pni this matter autnher way. 
in ilie unit tlistricts of Illinois, the |MH>rer students were reeeiving just 
abtiut the same slite t)l the pie at the end t)l the tinn? jwritnl that 
they were at the bc^iinung ol the time period stntlied. A major limi- 
tation n|H>n this kmtl tif anahsis nuist be at knowlcilnetl. ht)wever. 
*'Po<>r" students are oj>erationally tlelineil in this stutly in terms of the 
prt)perty valuation {ht pupil of the tlisirict in which they happen to 
rejiitle. This may well be a weak sjuvilication of wealth in hpite of 
the fact that it is the tlefinition currently used in most giant-in-uid 
lornutlas tluouKhoui the Unitetl States. J'he literature on the tlis- 
aKieemenl over how to measure the wealth of tlistricts is larne aiitl of 
long siaiuliufr. We shall h>ok at a new twist on this tild problem at 
the conclusion ol this pajier. It is certainly jiossible tliat dillerent fuul- 
iufp might emerge if income were used in the longitutlinal studies 
rather tl an jirojK'rty valuations per pupil. However, in many states 
intiutUng Ilhnois. this verges on idle spectdation sintx' the possibility 
of t)btaining a time series t)f district income data is virtmdly nil. 

ALTERNATIVE SOLUTIONS TO THE EQUITY PROBLEMS 

Assuming state legislatures ami state tiepartments of etlucatiou are 
at least mihlly interesttul by the ft>regoing recital tif etpiiiy tirolilems, 
what alternative solutions are available? Sch(M)l fniai.ce aindysts have 
shtnvn a proclivity for maoipulating the alltxation side t)f the general 
fiscal etpiation rather than the revenue sitle to achieve equity goals, 
rhis may well be a mi.)take siiue (*(piitv goals can also be stnight tm 
the revenue siile of fiscal matters. However, a tratlitiun that is seventy 
years t>ld is not easily broken aiul this paper wilt also concentrate 
u|)on etpiity solutions that stress allocation proceduies. We sliall first 
tlescrilK* some basit choices that a state nuist make ami then explore 
the 8|)ecifu: )>roblems counettetl with each of these choices. 

Ctmceptuallv. mie t an think t>f ft)nr levels of choice that the state 
must make in designing its etlutational fiscal system. The most basic 
chtiice consists ol whether funds will l)e raisetl etuirelv from the state 
level, or whether the state will opeiate a system in which stmu' funtls 
are raised locally, and .stnne funcls are raised by the state. History anti 
tratlition in the United States have largely made this first choice for 
us situe only erne state in the Union. Hawaii. t)tK*rated with no hnal 
hmtiing until HM)K. and with only very limitetl lt)tal fmuling there- 
after, There have l>eeii students t)f schcM)l finance in the past, ami 
there are certaiidy those in tlie oreseiu who are not at all happy wilh 
this inherited fiscal structure, l iiese scholars believe, and believe very 
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stninKly M>motinu% that lull Mate linuliuK h the oul> iiliiiuatc wilu 
tion lo oin equitv pH)I)UiiiH.*' U. iHmrvoi, HcHifiy .iUowh history aiul 
tradition Ui make ilie dioia* in lavor o\ partial stav fumling, or U 
we ileliluTately seleil partial stale linuliuK over iiJl state fumling. 
tlien that verv action sets the stage lor the next choice thai inusi lie 
made. This second choice is whether we shall have ut allocation syv 
tern based on the notion that tme should try t) ecpiali/e local re- 
sources, or whether we should do uotliinK ahotii unecpial local re 
sources. 

While most states ha\e chosen to establish au aUocation system Uiat 
does provide state funds inversely lo local wealth and thus attempts 
to com))ensate for uneoual local resources, it should be jjointcci out 
that even this basic decisiim is still ojx^n to debate in some circles. If 
one has very strong fiscal convictions of a conservative nature, it can 
be argued that selecting a school district in which to reside and tti 
which to raise ones children is essentially an exercise in consumer 
sovereignty by individual families and that the state has no business 
interfering in this marketplace transaction.*' In the terms of this ide- 
oh>g>. citi/ens shouhl vote with their feet, that is. they should move 
to tlie district that oilers them the bundle of educational goods and 
services thev ilesire and that they can alfonl. If they desire more titan 
they can allord. then they should simply work harder to get the re 
sources to s{>end for this purt)ose. 

However, when one cousulers the spillover and social benefit el 
feels that K-12 edmation is presumed to have, and peiha|)s ecpially 
im|>ortaut. when o le is confronted with the vast wealth incHjualitieH 
among school districts in some states, even tlie most dedicated follow- 
ers of the doctrine of "the hidden hamr* Iwgin to waver. There are 
also assumptions made in the "nure consumer sovereignty nimlcr 
alKHit the rights of minors and alnrnt the ease of family geographic 
mo!>iliiy that many woidd not accept. It is also obviously (juite diffi- 
cult to s<piare the jnne consumer sovereignly mmlel with some of the 
ecpiiiv assumptions made in the first part of this paper. 

oil a more luactical level, it might be recalled that there are a 
few states that clo rely priiMarily n|Miu local resources \o supjxirt their 
schools aided otdy by slate Hat grants, with no specific ecpiali/atiou 
provisions. Cmmeciicut is the example usually cited to illustr < e this 
state of alfairs. This may be somewhat unfair to that .stale since Con- 
nerticui does provide ecjuali/aiion in a more general sense by provid 
iug sjK'cial pur|K>se grants to districts with concentrations of disad- 
vantaged cluhlren. 

Ome a state lias decided that it will oi)erate an allocation tiystem 
based ujK>n eipiali/ation principles it has reached the third level of 
decision-making. At this iK)int three alternatives are open. The first 
is to provide hu e<iuali/ation by flat grants, but lo increase those flat 
giants to sucli a si/e that the ixMirer districts are brought to near 
eipialitv with the wealthier districts entirely from state resoiuces. Ob- 
vioush such an action inueases greatly tlic anionm of state fmuls 
renuircd. ami such states lapidly appr()ach full slate funding even 
though tliey niav not be so dassifietl by those wlio devise tyjHdogy 
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s)s\LU\s Um mIuhiI litiaiuo, VUv Male n\ New Mcxiui is an cNamuU* of 
this kin«l {}{ anaiij^i'mriu. It duo wislitN u\ nUsvwc the ijuiu* ilillniMil 
vWviis that Hat K>a"^ li-tw' when iisnl ii: (f>njiiiu tion wixU ililln- 
nil cli\*»ur\ i>l loial Mipport a iciin|MiiM)i. o| the twii sXaWs ol \v\\ 
Mc'xuu and Connuticnl is inMinitivi*. 

lUh pailimlai laiKf Hal ji;rant i^plion has not provni |ki|iii* 
lai: hmvcviM. ami nuis* ol the stall's have silcctcil a sm>nil opiiiin Um 
ItancllhiK thrir i'c)nii\ piohlcnis. This siroiul option is known vari* 
onslv as ihc "lonnilation a|mroa(ii, " or the "nunnninn ailcquaic Unuh 
tlation' or bx the nanu' ol tlic men wlio workrd to ilc\vlo|) it. cjr.. the 
••Stravcr-IIaiji-Moii" approach. As marly everyone kntiws who lias 
ever liivii snhjeiied to a l*asi( lomse in s(h(H>l finaiue. and that in- 
eludes almost all lertified siIuhiI adntinistrators in the niiiteil Slates, 
ihe essentials ol this svsleiu are that the state sets an exiwndiuire level 
lielow whieh no thiUrs edmation will be allowed to dnip: the lueal 
ilistrict is then lecniiieil lo also make a minininm Iwal tax ellort. and 
ilic stale then makes no the dillerence between the foniulai on level 
and the amount laiseil by the minimum reipiired tax effort. More has 
lieen written on this iiartiVuhir alUnatioM Ibrmuhi than on any other 
topic til the whole fielil ol s( hool finame.-* 

Since we do not wish ti> udd here to the abeaily ex:ensivc htera- 
tuie on the foundation approach all that we shall do is to point out 
that IcHuI distriiis need exert very h'ttle loeal incentive to take advan- 
tage of the beiielits offered l)y ihe slate nmlcr these ariangeiuenls. 
Sfiecifically. all the local districts have to do is to set the required 
tax rate ami sj)end the lecpiired inininnim amount tor a chiUl s eilu- 
cation. This much they must do since many Mates have {x.*nalty pro- 
visions for those distritts that tax less than the rupiiied late, and 
spend below the fomulation. Strictly within the framework of the 
eipiali/atton formula. Iiowever. these fomulation systems place very 
little emphasis iij)on U^al ilecisioii-makiiif; or u|K>n local tax effort. 
Outside the lormul ai in the so-called ** local leeway** area« there is 
of course room for the o{)erali(m of local incentive anil IiM al ellort. l>ui 
under the Sirayer-Haif{-Mort approach that iocal effort ginvs nine- 
wardeil. 

A state may de* iile. however, that it wishes to rewanl local effort 
or Xo stimulate loatl inrrndxfr to s|>end lor public education. It may 
tl() tins in the name f>f nroxidiiiK that *'rtjuol rxfjrnfUturrx should 
nwuU from vnunl rfforL** If such is the (ase a thinl optitin will be se- 
lected. 1 his third option will be a svsiein wliicli still disburses money 
inversely to local wealth, but which* will als(» lake into consiileiatitm 
the efh)rt the local district is exerting for eilucatioii. This in turn 
ileiieuds u])on the williiiHncss of a local district to allocate a laim 
Kirt of its scarce resources lo educ atioii rather tlian some other puldic 
niictioiK CM tor that mailer to reserve those resources lor utili/atioii 
in the private sector. Unforlunately there are sc;iiie semantic prolilems 
at this jHiint since this tliird option K<)es by dilletcul names in diller- 
ent parts of the country. In various places it has been called per- 
centage ec|uali/ation. ic*sourcc ecpiali/alioii. nuaraniced tax vield. and 
Huaranlec'd valuation. I lie most recent entry into this local incen- 
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iiw c;itoRor\ is "clisii iii pcnvn i'Hiiali/;ilion." I lu'iv iitv soino cVilU'i 
nms .iiuoiiK tluvsc I<m;iI incvnlixr sxslrnis. hnt io ilriai! all these ilil- 
Innuvs uDiiIil U\kc us l.n IkaoiuI iUv suuk* oi this |ia|a.T. 

This hiiuj»s us U) the loinlli Irxrl ul Ja isiuii lUakiiiK which is the 
MUKi tnhuirai o\ ihr Unw Irvcls and has |)ii>\vn the luoM tiustratin^ 
to U'^ishilois. la>iiiru. anil cviu suiiu* |)iuUvssi<)ual eihaators. llim- 
vsvw il our icallx wishes to undeisiauil tlie nieihanics ol rihuatioual 
fund (listi ilHitioii there is uotliiu^ Un it liut to enter the esotrric ami 
tie(|ueiitl\ alistrusr leahu ol i(|uali/atiun emiations. An ini|H)itant ile- 
iisiou at lliis Iml may hv tosrUnt a {general Ibrui for the equali/ation 
e<|uatiou. I al)U' threi* illustiates the three most euumion equations 
pirsentU used in tlu* Tnited States. 

In tlie first ioruuda: V is the loundaMou level }ier mmil. V is the 
pupil (otnit. capital R is thr retpiiied Imal tax rate, aim V suhscripl i. 
ilie hnal propeity valuation \k'\ pupil. This ei^uation has lu'en tisc?d 
e\ti iisi\el\ in many stales sime tiie early lJ»UOs in the Kast ami in 
the HKMVs ;iinl lOs in llie West. The seomd two equations arc ill us* 
tiatixe ol ihe loial imentive ptdicy option. In the seecmd equation K 
is an I \|K'ndituii per pupil fiKUie that is suhjeet to .several definitions, 
iilini it is liie tin rent opei atinj^ expenditure |)er puuil in the district, 
although it lan he defined as the eNpeiuliture locally raised; V 8ul^ 
si i ipt s is the state averajrr valuation jkt pupil. In the third cipialion 
small lase r is a hnal tax rate. aHaiu suhjiit to several detinitions 
i)ut usually the ia\ rate lor ojHMatin^ esiKmses and V subscript r is 
a projHTtv valuation {km pupil Ruaranteeu hy the ntate. 

Although the "pure hirm" approach to ecpiali/ation formulae is 
a useful typoh)Kical tecliniipu\ it does have definite limitations. Kach 
.state uses slinhlly diilerent dcfinitioirs of the variables and constants, 
rearranges those parameters within the ecpiations, and then proceccU 
to adcl wciKlitiuKs of one sort or another. The result is that there is 
harilly a state in the rnion that does not ilcparl in some imjiortaiil 
res|>ect from the ecpiations sliown in table three. For exanq^lc, New 
fersey. Wisconsin, ami in some lespetts Utah all have allocation sys- 
tems which are .similar in a general way to the bottom equaticm of 
table three, labelleil here a "guarantceil tax yieUr* approach. \ similar 
sxstein is under active (onsiilcraiion in Illinois.^' However, in New 
jersey tlie small case r is not really the actual tax rate in the district. 

Tabif 5 

sum Commonly I'sh) K^ualixation Formulap. 



1 he Foundation or Strayei-Haig Fonnula: 
G = FP - RV 

The Perceiuage Equalization Formula: 



Irxc Ciuaranteed Tax Yield Formula: 
O = V (r(VR ~ Vi)) 



AltifUiitivt tucal SuluUont 



bill nitluM the l(K:al opn aiinx cxpciuli tines taken as a I alio to the 
Kiiaiaiiteetl valiiatitin lij^ine, U \s tliiis a soil of 'Vompiuecr' tax rate 
ralher than the actual lax rale. 

The lUah syMnu \s iinnesiiiix in in.'iii\ lestKTU and ethuahonal 
lisial jiialvHts in that stale are lo he uniRialinaiecl lor aniieipaiinK 
manv «>f ihe dcveU>|>iiients eNewheie in ihe Ihiited Siaies. ()ii};i|ialty 
the alien aiion sysuin in Tiali had iwo leveN ol jrnaianteed lax yield 
o))eialin)i{ on top ol a univeiitioiial Siiaxer-llaiK or toniidali<Mi level 
forninla. l.<Mally these two levels were lahelcd the "hroad leeway pro* 
gianr* and the "voled leeway |)ri»f{rain/' The laik of unifoiniity in 
Mliiwd fiiiame tii iiiinnh)jry is cpiile appaieni here Miue the term 
"leeway" in ihe usaue of inan\ eilnialional fisral analysts refers to 
die ability ol local (lisliirts U) achl inmiies from rheir own lax bases 
utiiisyisirti by ihe siale over and al)o\e llie foniidalicm level, in Ulali 
this was nol the case siiue in both die "broad leeway ' and the "voted 
leewax ' programs ilie slate yoveiiimeiit Kuaranleeil a <eitain yiehl 
froni eai h iiic remenl of lax ethirt in excess of tlie anioiMU maiulaled 
tor the foniulation pro^rain. lleiue tlie Utah Msiein eouhl l)e dassified 
ill ihe Knaranieed lax yield ealeKorv. or more piei iselv it a model 
mixing the lop and Ihuioiii ecpialions of table ihree/We shall have 
more to sav ol these "mixed models" later in this paper. Recently 
I'tah has lolded its 'Miroad leeway" program back into the general 
Siiayei llaig model and now oj)erates a "two tier" sysion. lailier than 
a "tlnee tier" system. 'I he effect of this is to move lUah away some- 
what from ilie "reward for linal effon" principle which so long domi- 
nated that allocation system. It apwars that this was done tn the lielief 
that 'Yeward for local ellort" aided the wealthy districts more tlian was 
originally ihonglit. The many states which are now contc mplating 
a<lding incentive provisions to their allocation systems wonl • do well 
to study the Utah exj)erience carefully.-'' 

riiere are also a good many j)ermntations and comb!iiatioii8 of 
the niiddle equation of table three. While New York aid PennsyK 
vania have been using tlie eipiaiion in something close in the form 
shown here, there was one year in which Massaclnisetts '.vas using a 
h)cal share narameter set at M rather than SM (as indii ited in the 
table), anil Iowa was using .25. In that same year Rhode Island ami 
X'ernioiit operated tlie ecpiation without a sj)ecifietl loc.d share pa 
r;iineter. For those interested in exploring ilifterent eipiation {msi* 
bilities there is no lietter place to .start than the compilation made 
at regular intervals by Thomas L. Johns.'** 

.Mlixation systems are not always expressed too well by formuhie. 
For example, wliile it is possible to express the "(listrict jxiwer equali- 
zation" notion in a single eipiation'" it is |jerliaps more muleistaiKl 
able to the average reader if left in the form of the schetlules in wliich 
it was originally expressed by Coons. Clune. and Sugarnian.^" Table 
four illustrates such a schedule recommended for Illinois by Raymond 
Lows.-*" In this system the tax rate the <lisrrict lias selected on the right 
is matclied with an exi)en..iture level guarantcK?d on the left. The 
slate then makes up the ilillerence when the selected tax rate does 
not yiehl the guaranteed exix^nditure level wlten that rate is multi- 
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I aiii k t 

l>Hf)tHiMi) M III IH I K OK lUsK Tax RAm 
\M» KxiMMMii HI \ >\\ us ViH Wm.tim) Vvviu 

KshntdifHtt' t.ivrl i^ase Tax Rate 

Vrr W rifihtrd rufnl ('^r $100 AV) 

s \:Si\m> $ 2.50 

^ l.(MH).l)0 5 2.<H) 

« • 
^ 87.5.CH) 5 I 'Ji 

s t>i»r>!o() $ J 2ri 

$ rriO.O(» $ 1.08 

plieil by the loial asst-sscil valuation This particular function is linear 
-that is, a constant rate of increase in Ruaranteeil expenditures is 
related to a constant rate of increase in lax rates. Benson and his 
assiK iates liave exj>crinu'nled witli fmulions which are non-linear; spc- 
iifically they provide f;reater guarantees at the lower tax rates than 
at the Iiif;her tax rates. I hesc •DPK" systems frequently Irave pro- 
visions wherehy the district that raises more than the guaranteed 
amount is reiiuired to contribute the surplus to a pool whuh is then 
used tor the less fortunate ilisiricis. However, the DPK system need 
ui>t contain such a "kobui H(K)d ' provision. // the state is willing 
to Inianiv the ad<led cost of the formula from other somces. Due to 
I lie lorceful a<lvocacy of Cchmis. Clone, and Sunarman and the heli> 
till development by Benson. DPK is probably the most y ipular ex- 
IH^rinuntal hwui ot e<huaii<>nal jjrant-in-aid in tlie Uniteti Stales. As 
vet. Iiowevcr. no state has a<loptcd a completely DPK system and as 
we siiall see later there nia\ be n<K>d reasons h)i not dei)en«Unn en- 
tirely on the DPK concept. 

riierc are not only dilfen iices among slates but also anumg school 
tnian<e analvsts who try to ilassily and imerprel these many alloca- 
tion svsicms. l ew example. Kii(k I.indman in a recent article treats the 
^(•<c>nd and third cipiatious of table three as the same general form.-*' 
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Wc ;nr less imlinnl to iK) that siiuv in llliiuMs do not fiiul that 
K and r arc chisch mm laicMl, and lu'iuc the two r(|nations a 
dillncin paiuin ol inunr\ ilisn ilunioir Ol anwsv it is iktIcciIv |m>s- 
sihlc* lo! iwn inpialions to Uaw similar )nc»nnal tluMMriiial thajaitcr- 
isii(s anti \v\ \iv\i\ ijuitv ilillcriMU disn ihiitions ot money due to <lil- 
Inciters in how certain varialdis arc dcfincil ur siinnlv due lo the 
coitstanrs h lei led in the c<|nauons. Sndi ina\ wcH lie the case in 
this Nitttation. 

'lo lite Ireipieml) fHKid iiujnir>. 'Iimv many diifeicni kinils of 
ecjuali/alion sNstems ate thcrer*\ iheie arc l\vi> kinds oi rcs{K>iises. 
If one lias in mind the kind ol major |)olicy decisions we have de- 
scrihed hcie as "dioice levels" then theio can not be inoic than thiee 
or possildy fnn. HowcNcr. at the lowesi level of decision-making the. 
number m.i\ well be infinite since all manner and kiiul of pupil 
weiglttin^^s can be intrcMtmed and the variables ami constants re- 
anangMl in many dillerent ways. To any given local nhool district, 
liowevcr. ilecisions maile .it the most technical level arc nevertlieless 
\ery imjKntant since it may mean millions in state snptiort. csfiecially 
to the larjjprsi^t^tritls. The fear thai a local district sonietimes mani- 
fests that it will he "hurl" in a formula change may Ik? well founded 
in the loitg run but in the short run ".save harmless*' clauses in the 
new legislation usually protect the district for at least a year or two 
after the adoption of a new formula. There is no denying, however, 
the |K>werfnl motivation that local sn{>erintendcnts have for imder- 
Htatiding even the most minor changes in the .state allocation system. 
This partially accounts for the gical inimber of "formula experts'* 
that emerge from the walls each time a major change in the allocation 
system is considered by any state legislature. 

Decision-making ai the most technical level can, unforttmaicly, be 
cjuitc divisive among educators. Urban districts ver>' quickly learn that 
all thes*! formulae can be loaded with different kinds of weightings 
which are, iti fact, correlates of the jjoverty found in central cities, 
and can hence be of use to them. Rural ilistricts learn to seek out and 
promote the inclusion ol variables that will benefit them. In Illinois 
there is a continual battle between representatives of unit districts 
versus those from dual distric is. I*rofcssors of educational administra- 
tion may not have hel|je<l this sitnaiion very much since many of them 
iKTonie much kh) ego-itivolved with the formulae ihcy have created, 
or helped to create. Members of state legislatures can also come in for 
a share of the blame here since the introduciion of successful formula 
legislation confers a certain amount of status among legislative col- 
leagues. A certain amount of this com|x?tition in the allocation for- 
mula field is probably useful or at least inevitable. On the other liand 
when these formula fights" become too )>ersonal and too intense they 
weaken ihc chances of meaningful fiscal reform. 



COMBINATION SYSTEMS OR MIXED MODELS 

Professors of school finance like many of th\ .r other colleagues in 
academia try to make the world understandable by putting reality 
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into little Ixixts aiul neatly labelling ilie U>\eH. Hut ivalily has a |>ci 
sisleui way ol iiee|iiu}» tnit of those lioxes and beaMiiiujn all miveil up 
again. Our nioilern wot Ul ot rapid couiniuniiatiuns greatly [acilitateb 
tliis, ()r}>aiii/alion?i uientioneil earlier in this i)a|x:r. especially the 
National luhuaiiunal Finance Tiojeii and the Eilutaiion Commission 
of the Slates have jrreatly taciliiated the flow oi school finance infor- 
mation between states with the result that relatively '"pure" allocation 
nysiems are becoming almost as rare as "pure" races among mankind. 
It is therefore likely that any classification system for allocation for- 
mulae can have but limited liurability and usefulness. 

To illustrate this a number of "combination" systems have lH;en 
extracted from recent state reports anil appear in tabic five. The first 
proposal* put forward in New jei-sey, would seek a solution to the 
equity proolems by establishing a large flat giant and then operating 
a |jercentage etpudi/ation system over the top of this Hat grant.'^ tIi^ 
second, suggested by Richard Rossmiller, would operate a guaran- 
teed tax yielil plan over the top of a similar large flat giant.^' In 
Oregon Governor McCall is proposing a combination of a flat grant 



I. Flats Plus Equalization: 

A. New Jersey Tax Policy Committee: 

1. F^at Grant set at average expenditure per pupil in state. 

2. Equalization above Flat Grant by the percentage equalization formula: 



G = E Pw [I ^ .5 J 

^ Vs 

R. Richard Rossmilier 

1. Flat Grata set at $1»000 per pupil 

2. Eciualization above Flat Grant by Tax Yield formula: 

C =: Pw R (Vg - Vi] 



II. Foundation Plus Equalization: 
A. William McLure: 



F = Foundation Level 
Tr=: l ax Rate 
Qr = Qualifying Rate 
Pw = Weighted Pupib 
Vi zz Property Valuation per pupil 



B. Liah I wo Tier System 

C. Power Equalization Schedule Operating orer prewnt Foundation Formula. 



Table 5 
Combination Systems 




1 Pw ^ FR (Vi) 



where: 
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ol S?)00 with an CHUiali/atidii picivision opcraiiiij*; u> ilic S1200 UacL»» 
A iiumlicr ol i)roiK)saN also upiMale IVuiii a notion that a basic foun- 
dation forninla tan bv opcrateil (iisL am' ihcn incentive elements 
can be built into the s\steni to ojK^rafe over the top of the exist inj; 
foundation projjrani. Such is the nature of sxsteins sng^ested for con- 
sideration in Illinois by Wilhain Mclaire " and Robert Pyle.»» The 
I'tah •'two tier** systnu is also of this "combination** .latiue as has 
liecn previously noted, A proposal Kaininin f^tonnd in some circles is 
the notion of simply KiaftiiiR a district |>o\ver eipiali/ation schedule 
on top of the many exisiiufr foundation le\el schemes Essentially this 
is the Lows approach since the base of the schedr.le shown in table 
four is the actual rccpiired tax rate and tlie retpnred ioundation level 
in the Illinois Strayer-Haijr-Moi t type formula. Some of this may be 
simply "faildisnr* as the iKijiularUy of the DPE system continues to 
sweep across the countiy. On the other hand there have always been 
serious students of school finarue who have maintained that some local 
incentive elements should be incorporated into the allocation procc- 
ihires irresiKXiive of whether it is DPK or some other mechanism lor 
enconraKin^ "reward for Imal ellort/* For example. William McLun? 
has niaiiitainctl this position in Illinois for a number of vears.^^ 

Recent pro|)osa Is in Kansas'^ and Florida by Walter Garros and 
Michael Kirst also illustrate this mixed model approach.^^ In tlie 
Kansas case a linear district power equali/ation schedule is proposed 
oiierating from a foundation level of §777 and a oualifying rate of 
$1.75 |jer lunulreil valuation for districts with enrollments in excess 
of 1,000. For districts with less thitn 1. 000 enrollments the foundation 
level rises to SIOOO. The Kansas proix>sal contains additional aid for 
small .school districts which is bou al to be controversial. Proponents 
will argue that the proposal accurately reflects the needs, particularly 
the sparsity needs of rural small districts in Kansas, while opponents 
will maintain that it siuijily builds in rewards for diseconomies of 
scale and thus insures inefficient s{)cnding in the small school districts 

The Florida pro]>o$al is part of a broad and far-rea( liing plan for 
improving echication in that state which includes recommendations 
in the personnel, governance and cm riculuni areas as well as in school 
finance. What is of interest to this pajKM is the pmvision that all the 
remaining local leeway in Florida l)e power equali/eil up to the state- 
wide property tax ceiling or "cap * of 10 mills. Thus there would re- 
main no local leeway not efiuali/ed by the state. Should this provision 
l)e adopted, the liasic e<piali/ation giant system in Florida would rc- 
.seml)le that in Utah. There would remain, however, some im])ortaut 
differences between the Florida system and the Utah system, especiallv 
with regard to categorical aiil for disadvantaged students. 

'Fhe Floriila proposal contains some other interesting features in- 
cluding a sixty-three million dollar cost of living index and a seventy- 
seven million lioUar state compensatory education program. These 
twos{)ecial orovisions are \*ei7 imoortant parts of the pro]>osed finance 
package and they are seen as tracfe-oirs i)etween different kinds of dis- 
tricts. The con^icnsatory education progiam tends tn help the rural 
districts i)f Florida, while the costol-living adjustment helps the nr- 
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U'AW dislrirls. It sliDuld l)o lUMi'il lh;il \h}\\v\ c<juali/inn t;i\ v;Uc dil- 
Inriurs ol 0.70 |K'I Imiulml Viiliialioii lo 1.00 ikt IiuiuIkiI vahi;ilu)ii 
is a Ml) ililU'KMl maim than attc'inptiii}; to ilo the haiiu' lor ihllu- 
as lar,i»c a> I.:!.*) |hm hiiiuluci valuation to l.Ui |K'1 hinuhvil valu- 
ation. I'his lattn lan^c was nt)ttil in a laiMt \rai Un a ii-rtain si/c 
latr^oiy of unit iliMi ills in Illinois."* Voww cunali/inj; ililU'ifuivs ihis 
laigc Would m|uiro vastly nu)U' stale tinuls than wne nmlod in 
Florida. Ni)ling the nianihiled seven mills and the stale-wide ten-null 
limit (iainis and Kirsi aiiniaiely observe: "In elleet, hjeal ihoiee is 
ahe;idy Ci)nstraineil li) very lar^e ile^ree. Ueeanse ol this Floriila al- 
ready meets the ■.Senaui)" iriteria l)etler than most stales. 

WEALTH, NEEDS« AND CATEGORICAL AIDS 

In our exposiiion ol the alternatives lor treating ecpiity problems 
in school linanie we have conveniently iirnored some very iliffiailt 
clefmitional problems anil some poliey ehoites not ilircctly iontertied 
with the selectit)n ol alloiation systems. We shall make brief nieutioii 
ol these here, primarilv Un the sake of complete ness. reali/inir that 
none of these items will be Riven an aiUnpiate toveraRe. First, there 
is an aneient problem in the school fmanee literature coneerniuK what 
constitutes an adeipiate definition of a "|)oor * sc1uk>1 <listrict. Tradi^ 
tionally this debate was cast up in terms of whether projierty tax 
|ier pupil was an adecpiate definition of the "fiscal capacity" of a di»* 
trict. or whether additit)nal nuMsures of wealth, particularly ilillercnt 
kinds of income measurements, should be included within fhe defmi- 
tion of "fiscal capacity/'*- With the passage of years the di^ttinction be- 
tween "needs" ami "fiscal capacity" becan\e blurred. It was then 
argued that income was a gotKl measure of the "human resources" of 
a sclux>l ilistrict and that a human resource poor ilistrict was a "needy" 
district ref^ardless of its proja^rty valuation status.*-^ Garms and his 
associates have develo|XHl some interesting ways of including a "needs" 
dimension into onpil weightings // the basic assumption that st)cio- 
economic |>oor districts are "neetly" ilistricts is accepteil.^» 

Due largelv to the efU)rts of Betsy Levin anit her colleagues and 
Joel Uerke and his colleagues we know much more now about the 
conseonences of introihicing an income measinement into grant-in-aid 
formulae/' It came as something of a surprise to some to discover 
that the intrwluction of an income measure was of greater use to 
rur;d districts than to urban ilistricts. It is also aoparent now that the 
si)ccific tyj>e o\ income measurement introduced has a gieat deal to 
(lo with the residtant pattern of state fund distributicMi. Per rafnia 
income will not produce the same distriljution as per fyufyil income, 
and family iMcoine produces one <listribntion while corjK)rate income 
produces another distribution. Considerable regicmal shifts in state 
aid are also likely to occur. In Illinois. Indiana, and Ohio the southern 
|M)rtions of those states woulil probalily profit from the introduction 
of an income measurement into the grant-in-aid fornnda as would 
northern Wisconsin, eastern Kentucky, northern .Michigan, etc. Shifts 
ol this magnitude wonhl Ik? bound to prochice considerable |K)litical 
(Oiiflict. 
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'l o murn to the "lU'CcK ' drlKiic ilu« ( cuter of tlrit coiitiovnsv 
smiiN lo irst on wlietlin r^Imatioiial '•mvils*' sliouUl hv dotcrminnl 
cliirilly. or wlirtlirr (fMt.uii soi io-aoiioiiiii niiMsurniUMils can In* at- 
(ypti'cl as MirroKaic or siil)siitnU' varial)lcs to siaiul lor those echiia- 
tioiial iii'cils. Ihv present \s\\y,\n ol prolessional opinion is prol>al>ly 
on the side of tryinn to measure these eihuationai needs ilireetlv. T]\\>^ 
is due to the iudueiue of extensive stuilies eonipleted hy the National 
F.iiucailonal I'inanre IVojeet rone erniuK cost (hUerenlials for dilfereni 
ealejiories of •'neeily* students, some ot the most important of which 
were (ouihuted hy William Mdaire and Rieliard Rossmiller.*** The 
reeomineuilations of tlie Meisdnuann Counnission in New York Stale 
rehitive lo iiuliuhuK direef measurement of eihualional utvih in 
die l<>rm ol achievenuMil lest scores lias also slrenntliened tlie ease of 
tliose wlio would prefer lo work direetly with ediualional needs, 
rather llian wiili some siu io cTonomic substitule for iliese necds.^' 

But the iiulnslou of cost ilillerentials in urant-in-aid lorniidac is. 
like so uian\ other mailers in sdund liiiame. still del)atahlc. Critics 
ol this appioaeli armie dial die iiu lusioii of lliese eost diHeientiaU in 
Kiant-in aid formulae eoiisiiiiiK s a son of ( iic nlar nasoniujj or at 
l)csi a "selMulhlliuK jMopliecy. • Unit cost studies are eondiuteil l)y 
die stale, and llien tnesi* same parameters are iiitiodueed into the 
hindiiiK formulae. Hie result is that the costs established at one \)uu\\ 
in time, and fiei|uently on the hasis of a small sample of districts, 
are * fio/eiT into the allocation s\sieiii mitil siu li a lime as the legis- 
laline sees lit to change them. I'uitliei. tlitiv are some veiv difficult 
problems involved in identifyiuK the target |K)j)iilatioiis on which 
these cost dilh reinials were first c stahlislied. anci to wliicli tlitv are 
suliseciuently to he anplied. In a sense, ^ivin^ a cost differential 
weiKhliiij^ to a pailiciilar kind of student estahlishes a premium or a 
bounty on thai kind of stiiduii ami the stale may siiddeiilv find that 
it has far more s|)ecial educ »»' m. sliulenls. vocational etlu' alion stu- 
ileiiis. com jHMisa lory sludenis. etc.. than it ever thonnlit th:»l it liad. 
Siricl scrnliny of classifications to prevent dcmble counting of siidenls 
would also be necessary. 'lUwv would also seem to he some pliycho- 
logical and sociolofriral piolileiiis connecied wiili lahellinn siudents 
ill groups for lunding purpfjses. None (jf this is said to discouraRe 
reseaidi in the cost ilillerenii.d tradition, lint only lo empliasi/e that 
iiii|Mi!iaiii prof)lems remain when this approach to "needs" has been 
taken. 

.\ new iwist on the old wealth problem will brinu ns finally to the 
(onsiileiaiion of calegoiical or special purpose aids versus j^encral 
pm|M)se aiils. Ret cnl sluilies by CliurKin rf ai, Herke rf al,, and (;rnbb 
and Micf.elson*'* have reopened the cpieslion of whether |M>or Mudenis 
are really lo be found in (mmm school districts, or more s|)ccifu:ally 
whether income poor students are not also to be found in properly 
valuation wealthy districts. Appaienily this was a very imiKMiant con- 
sideraiioii in the majority opinion \u Hodrifim the ma|oiity of ihe 
couit accepliiiK the contention that aid to properly valuation j>oor 
distrids mif^hl not necessarily aid income \HKn students. Al present 
this contention seems far from well es» d)lished empirically. However. 
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wv niMsi irsisi ilu iiMnpiaiiiMi to cMaUlish losiablc i^nipirical liy|MMlu- 
Hcs (HI this snl>irci aiul loiniiuMU lailin on a |H)ssil)lr poliiv iiii|>li(a' 
lidii ol iliis cAMiluixriNX. Il max xvrll \ir thai siMv |H)lirx niakiMs Will 
now xvish ici ir rsauiinr iUv i ipiali/atioii jKMrnlial ol slair ialr^oficaN 
lor ilii- (li>ailx nnaj;ril. 

Siatr I lU^oiii.ils ni i;. iuial liaxr nsiiaUy Urrn lomul to l>r (lis- 
i»<|UiU/in^; Imu ilir simliis usiiallx siirs> \\\v icMiiUinal cIUti ol all 
slatr ialrj;oi iiaU. and ilo no« lonis pailii nlaiix ii|)on lali'Hoi iialn loi 

clisadvanfaviiHl.'' h is niMowonlix iliai Calilornia rmnily wrote 
iino laxv an ii»;lnx.tv\o million ilollaV stale latonorical ^rant lor tho 
clisadvanianc'il rxrn tliouuh that same Iruislannc has not siTn (it to 
pass r thiM ilisiriit |M>\\rr rquali/ation or anx ol the «ithor gnicral 
inniMiso nhuational linanif sxstnns that haxo larn piosomccl to them 
in the last iM^htirn months. " It is aKo ol more than oassiiij^ intciVHt 
tliat major siate school I. name stnilies in New York, (lalifonna. and 
KU)rida liaxe all i ailed lor ilie estahlishment ol lai^e stale s\Ki iA\ pur- 
|M)se};raiiis lor the disadvaiilaKeil.- * A smaller jjiant jm>n[iam has In^cn 
reeommeiuUd lor Illinois.'- 

I heie aie some Kooil ainnmeniH lor seekin>; eimali/ation Koals 
iliioni»li iaie\>on(al or speeial purpose j;rants rather than thronnh the 
Heiieral pnr|H)se Kiat" >"';>itl fornmla. In the lirst place if there really 
is a scrinns problem ol income |»oor stochnis in property valuation 
xxealthx disirictH. as simie analxsts now allege, then the H|KTial pur}H)sc 
^rant will taruet monex dircrtly to these students. Seeonclly. the funds 
in a special purpone uiant eaii he loUowed more closely and the el- 
fective«u»ss of those invesimentH clieeked more carelully than when 
the Innds are eominnled with the K^'ueral How of state aid, Thirdly, 
the si)ccial piir|K)se Kraut tends to satisly those leKinluiors who claim 
tliat imreasuiK teachers salaiien will siiunly eat up any increase put 
into tlie K^Mieial pur|K)se formula, and the ellccts of the adchtional 
nionex for the disadvantaged will he lost in the process. Fourthiy. ir- 
iiuiienienis for innovative new ex|>euclitnie patterns can Ik? placed 
moie easily into s\m \i\\ purpose grants and tliis lends to counter the 
arKuments cd tliose who express ch)ul)t at s|)CMuIinK mcne numey lor 
"the same old tiling ^ in the piihlie scliools. Finally, if the definition 
of MisadvauiaKed" stuclc*uis is establislied in terms of students fnmi 
low income families, it xvill be found that much of this aid will Ro 
to rural areas of the state, as well as into the central city school dis. 
tric ts. and this will help ureatlv in nuisteiiuK enouuli votes to pass ihe 
measure in the si.ite Ic^nislatiiie. 

\s xvould be exiKTted titere is ah.) a debit side to these state cate- 
uoi icals ten- the disadvantaned. In the first olace they lend themselves 
to a 'band aid * aporoach to serious probUnts. I heie is a constant 
temptaticm lor the IcKislainre to establish a small and inccmsecpien- 
tial protpani and then picKved to imioie the basic prol)lem lor several 
vears thnealier. SjuTial pur|K)se oi cateuorical grants also tend to 
iuiild state departincMit bureaucraties. Ol comse the lenishiture can 
ctmiroi tliis pariiallv bv limitiii:^ the amount of funds made avail- 
able to aduiinister the proKiain. but scm iously limiliun the adminiv 
ualivc overhead money xvill probably cause the proKiains to he badly 
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sii|Hu vised. T\w ivsiili will he thai (he i'lfcni of the Icgislaunv will 
then In* tliwartetl. Spec ial piuposc or c;»tont)rical programs alMi f{uickly 
attract their own lohhy ^roujis atuoiij^ stato IcKislators aiul hrcpicntlv 
the chiel stale srhotil olliccr nnils that he has less thuu the full i untiol 
over his own shop. The s|HTial pur|M)se or categorical prnniains teucl 
to develop a |>oli(ic al power ha.se ot their oww with ronsetpioiit proh- 
lenis^ tor ctHirdiiiation and ellieieney within staie dejiartnicnls of edu- 
ratioti. 

BRIE^ EVALUATION OF THE ALTERNATIVES 

A thorouRh evaluation of all these ;iltovnativi»s wou^d mpiire much 
more time anil space than can he Hiven the snhjcct here. Neveviheless. 
we shall ontline at least some ot the more imjHMlant weaknesses of the 
alternatives described aliove. Let us start with the fidl slate funding 
pro(K)sal. 

If and wlu^n hdl siai;* lunding is adopted the effect of the "dem- 
onstraticui phenomena" ends. No longer will it be possible for a su- 
perintendent to cry wolf o\er the fad dial the parems of tlie children 
in at! adjoining district have seen fit to provide better educational 
services than do the parents in his own district. We professional edu- 
cators have played this convenient little game of "catcli im" for years 
and it has worked rather well. It must be admitted tluit there is even 
A sense in which we don't really want the etpiiiy problems discussecl 
previouslv completely sf>lved. For years we have traded on the guilt 
of the aHluent districts to raise the exjKMKliiure levels tor the poor. 
Willi the onset ol full state funding our little game is over, and the 
entire responsibility lor decisions concerning the level of funding for 
education shifts to the state legislature. Some authorities do l>elieve 
that the state legislatures will discharge their responsibilities in a 
creditable fashion.^^ Regrettably there is no way of knowing whether 
this faith is justified or not. The experience of the Canadian province 
of New Brunswick is not reassuring, but that particular area has so 
many economic development problenis that it is proiialily noi a fair 
lest c>f fidl state funtling."^ Certainly the record of state legislatures in 
keeping foundation levels current with rising prices is not such as to 
give one much confidence in their performance should they take over 
the entire funding decision. A good many legislators arc also not 
overly thrilled alioiit the pros^)ects of state-wide teacher negotiations 
and the concomitant {Kissibiluics of statewide labor disputes that 
would probalily attend full state funding. Nor is it clear that teacher 
or^atii/ations will endorse a piotHisal to transfer most or all of the 
negotiations fri^in the local to the state level. 

The criticism of lull state funding that is offered first is usually 
that such a fiscal araiigenient would ilestroy hxal ccuitrol. We are in- 
clined not to stress this point, however. I he amount of research avail- 
able on this matter is (luite small and understandably so. A generali- 
zation as vague as "tocul control ' is hard to operationally define. Some 
study has been done on the subject, however, and these efforts do not 
seem to sup|x>it the ccmteiition that local control must necessarily 
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culler as ihc |HMi:emaKe ol tiiiitU proviilcd l>> slaic ^oviMiniUMUs iii- 
aea^us. We arc imiincil u> l>ciirvo tluit iniuli woiiUl de|n*iul 
jiwl how tlic fuiiiLs were (U'livmul lc> local siliool lUsliiiCs mulcr lull 
stale tuiulii.j». U hiiids were ilrlivcriHl to Icual ilistritis in lainc tut- 
rcjitrittrit liUuk grants tlicMi ;i (oiuiilnalik* aiuooiit ol local control 
minlil rcniain. However, it is tar lioni mtain that slate lenislaliues 
would l>e willing to nass sndi nnreslritted uranis. In any i»veni. il 
slionld he reineinlKMect tliat sc liool finance is very uuu li a pari or *'jMi- 
litiial economy ' and dial ntytlis arc Irc^wenlly jnst as iniportani in 
llns area as reality. U enonuli lenislaturs iK'lievc llial tiill slalo linid- 
iiiK will destroy hical control then llie necessarN legislation simply 
will uoi pass. 

If lull state InndiiiK is icjected. lor wlialevcr reasons, ilien we sliall 
coulinue to siruKUU' willi prolilenrs ol partial slate sup|Hnt. The ma- 
jor cpiesliiMi will then InTonie jnst how unich is •'parliar ? Or lo pul 
ihis another way. jnst how much lnndin}{ will flow UircniRh ihc equali- 
zation systems, assnminK hnther lhal al least mosi of ihc states will 
coniiinu* to o|)erale eipiali/atiou granl-in-aid systems. This is a vety 
crucial oinwtiofi, Il is iar more iMi|w>rtant than simie oi the moie lech- 
uical ipiesiions concerning ihe exact form and delailed nalnre of ihe 
dislrihntion lornnilae. Kven a foriiuda with relalively weak ecpiali/a- 
licni ellects will nevertheUss etpiali/e mailers ^really Uelween ihe 
jMiorer and ihe richer districts it enonji;h incniey Hows thronnh il. A 
nnniher ol anahsts now a^ree thai the |KMcenlanc of lotal funds pro- 
vided hv Ihe stale nuvernmem is nu>re impoiianl than the sha|H: or 
lorm of the ecpiali/alion formula. • This is ch>sely related to the mai- 
ler of local leeway. Kcpiiix can l)e also .ucomplishcd b\ limiling ihc 
K)cal leeway; Umiitnu. thai is, the |Mmer of the more alllnenl districts 
lo use ihe resomces availal)le to them. Those inteiesicd in eipiity j»oaLs 
mighl l>c well advised to coiueulraie upon these iwo related mailers. 
InnrasiHir stair aid afnl limilififi local lrr\ra)\ rathei than hecominn 
canuhl up in bliKul) and hatricidal wars over ccpiali/alioii lorinulae. 

in spite' ol this imiMMlanl consideralion we will continue in make 
deciNii»!i> over lorundae and therelore irealments of the NtrenKths and 
weaknesNes of s|Kciric lornnila types will likely remain an iniporlaut 
pan of the literainre. Sensing correctlx the lisinn inteiest in yaricius 
kinds of incenlive K^ ^i"* systems, includinj? district |K)vver ecpiali/atioa. 
a nnml)CT of school linance analysts e.^.. j«)r(lan. Alexander. Benson, 
and (intlnie, have starled poiiu'inn onl the limifaticiirs of those a|>- 
proadus." In the In si place ihese sxstems minhl result in increased 
scnial siratilication and Kco^raphic senicgaticm of social classes as ilie 
dillerenl social strala each souKht the tax rale they prelerrcd. Shoidd 
siu h a phenomenon occm ihis wonUI run diietily counter lo ihe Koal 
of increasing upward social nuihilitv. Secondly, local decision-makers 
max noi ilec ide to meel the needs oi their districts, even if ihese ncecls 
clearly exist. .\s jordan ami .Mexandcr (hmuI out. lliis coidd easily 
hapiK-n in the Soiuh where many scKrenated white private academies 
have draiMcd oil chiUlren ol the decision-makers from the public 
Nchools. Il lakes no ureal slieuh of the imaninalion lo also see this 
hapixMiinn in rural areas of the midwest where far tcK» many "com- 
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jKUi\ More" lypi' silitxil ImanU arc pi iiiiarily (oiumicd wiili kcTpiiij; 
tax laifs (Umi! lailuT than niih niuviiliiifr ailcc|uaic levels of sdidol- 
iiiK. riiird, urban clisiriMs iiiiulii have a |Kirii( iilai 1v ililliciili liiiie iiii' 
dn the nii.iiaiiieeil lax yivU\ iioiioti siiiie prohleiiis ol iiiiiiiu ipat oNei- 
hiirdeii, iliai is, ilie lompeiiiijn losis ol other puhhc services aci Ki 
kce|iediuaiional lax rales down KcMirili, loniiulaeof a Kuaraiiieeil lax 
\icl(l iiaiure niinlii alsci siiimdaie local pro|RMiy laxalioii and this 
would he riuuiiuj; ilirecilx couiiier lo a sironj; ueud loward local 
nroiHTt\ tax reliil. Fifth, there is a s|K'cial prohletu of low income 
hunsehoUls localcil in ilie properlv atllncni school districts. This has 
pailicuhuly concerned Henson an<l hin associates. Under DPK, RUar- 
anteed tax yicUl. or some other hual incentive sysieni, the more al- 
Ihieiil districts mii»lit det ide in increase their tax eHori in order to 
ohtain more state fnn<ls. The Urn income tamiU living in llie shadow 
ol a laciorx or ctHnmercial complex would then find its residetuial 
pro|)ert\ lax iiu leased greatly. More likelx. tlie h)W income family, 
reali/iiij» this wonUl (hcui. would simply not vote for the increased 
le\y and hence llie siuilenis hvinj; in tluse (Hsiricts wonhl not be al)le 
to take advantage ol the local iiuentive sxsUiii. To correct tins Mtua- 
tiiin Benson and iiis associaUs have sironRlv su)n<^estevl that a siMalled 
'•circuit breaker" be adopie<l wherever DIM-, is .seriously lonsidered. 
riie ••circuit iMcaker" is a lax cieilil jjiveii lo liouseliohleis where the 
properly tax exceeds a certain i^eneiiiaj^c of llie family income."- 
rnlortmialely. tax (lediis as Inoad as this can com the siaie a gcMwl 
deal (/f revenue. .Sixth, sliidents of general local public finance liaNc 
never been especially pleased wii!i these educational 'incentive' 
grants since they see these ^lanls eiiconiajrinjj hnal governments to 
sj)eiul Inuds on education that miirht wdl j^o into other needed pnl>- 
lu services were it not h)r the siaie reward foi eMori witl^ regard to 
education. Finally, hual iiueiitive systems, peihaps es|H*cialtv percent- 
ajic ecpudi/atioii. could have ilie ellect ol ket^piUK small inellicieiit 
scho(%l districts in l)usiness. siiue tin* hijuher tosts or higher tax raies 
ill these small inefficient districts would be rewaiiled by the slate. 

If there are objet lions to full siaie fniidiii}^ and lliere are also ob 
jenions to local incentive sxsiems. aiir we then lo leliirii to ihe louii- 
claiicm proj;»ani as the inosi defensible projjiain lor scliool finance? A 
;;ond many siudenis of school finaiue would find that unpleasant as 
well. A rcMiiark made by lIcniA l.eviii in a .slinhlly dilfereiii <<iniexi 
piobably adec|nalely describes the standing <,| lonndalion .systems 
aiiunij; many current sindeins of m hool finance: '\ . . such subsistence 
prnniams reprc^scut insurance against civil disruption iinicli more than 
serious aiu nipls at ecpiali/iiiji; op|K)i tuiiities.*' lint Iradilional .Sirayei- 
Miii.i»-Moi l approaches can be made to s|Hak to tne ecpniy problcMiis 
if llie lounclatioii level is raised hinli eiioujrh and if the local leeway 
|K)rtioii beyond the foundation level is suflicieiitly curtailed. .An in* 
icrestiiij; use of a ''ccmipnlational rate * rather than an actual cpialiK' 
ins rate has been sn^^ested for Illinois by .\. )aiiies lleiiis. * This 
would have tlie ellec t of dirc^clinj; nnich of the .state moiic*y into jK>orcr 
districts withfitii raising hnal properly taxes. .Some of the difricullies 
of adjust inj' Iwith the foundation level and the cpialilyinj; rate simnl- 
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tancoiish are axoiilcil l)\ the llciiis pnuciluiv. Change is so h\{s,h\y 
valued, however, in the fiehl ol eiUualioii thai the more likely "wave 
ni the luiure ' will hi- some tvjR' of Combination system" o» "mixed 
luoclel" diMiisMcl earlier in this paper. 

It shouUI he obvious to the reader l)y now that the "exiHrrls" are 



nois in which tlie stmlv group split three \va\s in its "finar' report. 
One group ailvcnated lidl state funding, a second advix-ated incentive 
svstems. and a thiid advocated modifications ol the linnulation sys- 
tems."" In siiih situations it is unileistandable that legislators, gover* 
nors. ehiel state sihiM>l oflieers. anil other decisioi^ makers might wish 
to linn diieitlv to the people for a<lviee on liow the electorate wishes 
lo linanie tlieii schools, rhis apuarently is to be the case in Oregon. 
Before this pajKU is priuteil and ilistrihuteil a referendum will have 
taken place in that state concerning how sc1uk)1s arc to be financed. 
In Illinois a similar hill calling for a referendum has been introduced 
into the legislature hut its late is mueiiain as of this writing/* // 
tliese I elc ienda are limited to what we have teinied here "major choice 
levels ' then the\ mav well provide some gniclantc where the ex|)crts 
can not. However, it would be a serious mistake to try to cast these 
relerenda in terms of the moie technical levels of decision-making de- 
strilK-d in this paper. The result would only he a confused and frus- 
t rated public. 

REVENUE AND TAX RELIEF CONSIDERATIONS 

Although this paiK-r has been concerned with problems of meas- 
uring and defining ecpiity nroblems. and with exploring suggestions 
lor overcoming these problems on the allocation side, we wish to 
close by nuiking some conuneius on the revenue side of the fiscal equa- 
tion. Octawonally. allocation formulae will be develo|>ed with a 
thought toward giving scmie tax relief, although this is not too com- 
uioiK An example of this sort of thing can be found in a recent pro- 
lH)sal for Illinois by Ben Hubbard.**^ aisically this proposal is a local 
inceiuive svstc^n in the form of a guaranteed tax yield. However, it 
lias been niodiliecl so that it also provides for local proi)crty tax roll- 
backs to a si>ecilied tax ct^iling. The general projicrty tax freeze pro- 
posals that have been put forward in some states simply IcKk in the 
existing inecpiities and are therefore of little use in solving the prob- 
lems wt have outlined in this pa|)CM\ Local projiCrty tax ceilings or 
-caps." on the other hand, do have a lieneficial effect on the equity 
problems since they limit the |K)wer of affluent districts to use their 
resources and hence move further away frcmi the \HH>\cr districts. The 
dilficulty here is tiuu the |)oorer districts appioach these "caps" or 
c eilings much more rapidly than the nvnv aflluent districts. The mar- 
ginal increineni limitaticms found in many western states, that is, leg- 
islation that prevents local projKM ty taxes frcmi increasing over a stated 
l)ercentaKC in any given yeai. may also hobble the more affluent dis- 
tricts slightlv and henc e be of some limited utility in solving the equity 
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problems. \\\ a ven f;l()l)al sense, the tax leilinjpi, tree/es, niarginil 
iiicreiiieiit laws, etc., iU> a)ntiil)iiie to ihe lon^ nm solution oi the 
ecjin'tv |)rol)Iein sinee they ihsonnage hual conii ilintions and encour- 
age stale lontiiliniions. I luse ta\ usliitiitin ineilianisnis aie iraili- 
ilonally ini|K)|)iilar, of course, with many professional echuators. 

Politicians who pronn'se to provide fjeueral tax reh'ef, ami. at ihe 
same lime, promise to ccpiali/e eihicaiional opporliniities are either 
iinancial wizards, or they are hein^ somewhat less than honest %vith the 
electorate. The only way this coidd c;ceur would i)e to level down ex- 
jienditures rather than level uj) expenditures, and such a system is 
usually tc>nsiclcred a |H)litical nnpossii)ility. It is true that it is not 
oidy possii)U\ i)ut proliably necessary, to provide relief from local 
property taxes ;ii the same lime that one provides greater educational 
op{x>rtiniity. Alter all, tlie ecpiiiv problem arises in the fust instance 
from inecpialities in ihcse local lax resources. IJiu this is a far, far 
cry from providing j;<^neial tax relief. 1 he solutions we have discussed 
in this paper will all reiunre more slate fimds from some hoincc. Our 
estimates for Illinois indicate that the revenue recpnremcnts for sub- 
staniial ecpiali/alion ia that state run almost a lull billion in new 
dollars, allhongh this coidd be spread out over four or five years. 

These hard-iiMome-by new state finids could lie derived from ;i 
state-wide property tax, or |)erliaps from a state-wide tax only on busi- 
ness and counnercial valuations, the so-called, ".split-roll" proposals. 
However, there are sulFiciently cUflicidt |x>liiical and economic prol)- 
lems connected with the reim{x>sition of state property taxes that the 
shori run soliition is mucli more likely to lie increases in both state 
income and slate sales taxes. The |x)int to be stressed is that solving 
the probleio of ecpiali/ing educational opportunity is just like trying 
to solve most other .social problems; more taxes are almost always re- 
qinred. 1 his was the reason we s|}eiit so much time discussing the 
basic natme of the ecpiily problems. Now that some of the judicial 
clout has been removed from the scene, elected officials will have to 
f)e presentcil with compelling argumentation and evidence iiefore we 
can exjx^ct them to pmsue the always un)x>»ndar and often |x>litically 
dangerous path of increasing taxes. Recent events in Illinois have not 
made us particidarly opiinn'stic ai>out the al)ility of educators to do 
this. Of coinse. it is |}erfectly |K)ssii)le that these ecjuity problems do 
not troid>le the average voter and taxpayer very nnich and, in that 
eveait. we n^-.y very well still be writing about these problems seven 
<lecades from today. 



FOOTNOIRS 

1. Majority Optition, San Antonio Independent Xriwol District ct til t' Hodri 
Si^urz et al.. .March. 1973. n FtA. 

2. Ibid, 

.1. Sec for iNiMiipIe. IVilliam f;. Millikm et al. v. AiltMn Cnen ct «/.. Supicnif 
Coiirl, Stau- of Miilifgan. June. 1972: also Kenneth and Ernestine Robinson et al. 
f, William T. CnbilK Simrfinc (*.<niri. New Jctscv. Sept.. 1972. 

4. Cui>lK-rly. I*:Iw<)<kI 1\. School hnmh and Their Apportionment, HMO. I cach- 
i TH ('.oUi*gc PrcsH. Now York. 



ERLC 



2i: 



S(hool tiuan ^ in TrnnsUioti 



fi. Majoiity Opinion, iii^dri^uti, p. 1»K. also Com iiniiig Opiiiioii of Jiufi<r 
Sicwail, p. I. 

!i. Ihi' !()lli>uiiiK voliiiiifs air axailahlc fioiii Rdlini Clark. IVpailiiinu of 8ialt 
Rrlaiioiis. Olluc ol llir Siipri iiilciidrni o! VuU\k liiNiiiiMiou. Siatr OHiui- BUIj;.. 
Spi iijj;lirlil. Illiiioi'i. ()27lM»: l olunir\ ()>/f . / in* i/i/i/ i hn r. (hrusinntil i\tftrr\ nj thr 
Sul»r}ifihml('tit\ Aih isoix i onifnittrr (m Sclnutl titunur uiid I hial of thr 

SufH-ntiit mlt'Nt'i Advistirx Vnfiitniltrf on Srhitol Hfianrr. April. |1»7.H: availalilc 
fioiii ilii- Hiinaii of till* Uiidgrl. lvxniili\c (Mliiv of llir Clovciiioi. arc llicsc motui- 
j»i;iplis: A \nr Ihwififi: ihtannfi^ lor i<llalirf* l\iluratton in iilinois. Finance rank 
Koric. lioM-rnor's ConunisMon (»n ilic StluKiU. Dwrnibcr. W2 ami Sunry and Hn 
tniifuctulatiotis at ihf St honI Husifitss Mana^rnivnt i'a\k Foir(\ NovcmbiT, 1972. 

7. lanii-s. H. l lioinas. I liomas. J. Alan, and Hyck. Harold J.. School Hrvemir 
Swteiiis hi til l' States, llMil. Stanford CnivrrMll^ Stli<M>l of Kdiuaiioii; James, II. 
lliomas ft «/.. Wntltli, hxfit'tnlitnfe, and Dension- Making for Hdnrattoti, \\hV^. 
Stanfonl Cnivi isiix SiljiMil of Kdmaiioti; Harrison. I'. W. and M< l.oone. K. i'ro 
tiIrK ifi Srhfiol \;//i/»i;)7. I'.S. OHue of Kdn<aii<>n. lIMu, WasliiiiKion. DC: Burk- 
lu-ad. 1-. -rniforniii) in (ioxernnu- il l-ApnidiinreH and Resonrit-s in a Meii(» 
politaii Area.'* Satittnal i'a\ Jimrttat, D^i:.. I*.>6I. 

8. WiM*. Ailhnr K... Khh Schools, Poor Schools. llKiM. UniveiMtv of Chicago 
Priss. alM> "Vhv Consiiiiiiioii atnl Ktpial Kdu<aii<rtial Opponnnity." in Daly. C. U. 

t he {Uialitx of iHrqnalitM I rititti mid Suhurhan Public Schools, |9«>8. Unl- 
\cisiiv of Cliitago Pres*. 

\). \\v U.iw rrferentr of nnirse lo Jtiuks. CliriMoplier. int-quality. 19713. liann 
Books: .1 "sclct led * leadinp li^i on \\m issiir would donblless include iiow Efjcctirv 
is \r;*rj/i//*;».'. Rand Coiporalion. UMiL*, and Do Ttachrrs Mnkr a i)illcrvticf. 1<)7(>. 
r.S. OHid- of l.diuaiion. I he Jeniks position has Invn lIioriniKlilv discusHcd in a 
nnnil>er of lMH>k reviews and i(wnmenls \hv most coinpleic of vvlu<li is probably 
/»i*A/in7/./A Oft hiffinfthtw a sjiciial saiion of llie Kebruarv. I*»7:i issue of ibe 
llonaul tdnctitinuni Hcvicw, 

10. Aiken. \o\\\\ S. and Clune. William H., III. "Kcononiii and l.i^fral JuHiifua 
lions of FijiiaT Neniraliu.** Education nud I rban Socirtw Miruary. 1973. 

11. (:rnb!>. \V. Noiuin and MidiclMm. .Sicphan. "IMililie .ScIkmiI Fuianrc in a 
Posi Nrirano Workl." Cenier tor Fdni aii<»nal Policv Rcs<-arih. llarvanl (>ra<luate 
Sih(H»l (»f Fihnaiion. CambiidRe. Massiiihnseus. 

1::. r.inlo. Vilfredo. 77/** Mind and Sociftx: loxnbee. .\in<dd. Study of fitstory, 

I.S. Iliikrod. Man and ilnbliarii. Ben C. ".Social Siraiifieaiion. Kdnrational 
Oppounniu. an»l ilu- R(Ue of Siaie i>ep:ivnnrni% of Kdn<aiion.'* Educational Ad- 
oiinistuition (>//i/r/f';7v. ^Vinler. 191)8. 

I I. (inibrie. |. W.'. Kleindorfer. (;. R., I.rvin. II. M.. and Sionl. H. I'.. Schools 
nnd hirqnaUtw 1971. Mavs;u linsclls Insliinle of l e* hnolojo TreHs; Ixrvin. Ilenrv M.. 
"Fipial Kdn(niii>iial Oppormniiv and ihe |)isiribini<»n of Kdneaiional F.xpendi 
luris/* Education and I'rhan Socirtx. IVhrnary. I97.S. 

1" |(»int l>iss*ni. |nsiiirs White. l)onj{las. and Brennan. Kodti^net, pp. 

p. lli(kr(Kl. Alan and Cliaudliari. Raniesh. "\ Longiindinal .*<tndv of Fiscal 
Fqnali/aiion in llUnois." paper presented lo ilie I97:i Annnal Meeting of itie 
NiMdiian l-.dni.iiional ResiMuh As^cKiation. Sci- also Iliikrod. A.. Chandhaii. R. 
:ni»l l ihcin;. Isr Hao. "Petinition. Measnrenieni. and .Applieaiion (»f the Conerpt 
ot F(piali/;nion in Sdnxd Finanic." Snfonntrndrnt\K Adxnsorx Committee 07i School 
tinanir, Onaxitnul /V//*r)\. I'idnme ()tn\ 1971*. Oflitc of .Snperinlendeni (»f I'nblie 
Insiruition. SpnnKti'bl. II'ohms (a\ailal>Io also as (hnnnuMii FI) «M>() TiM in the 
FRIC sxsicun. Kor additional illnstrai ions ot the iisc of the Cini Cocfhrienl in 
s(Imh»1 tnianic it sranb Harrison and M< l.(Hme. ojt. cit.: Barkin. 1).. The Equal- 
iiin'^ hnfuut of State Aid to Education. I9r>7. Was!nn);ion Tniversiix Institute for 
rihan anil R'';:ioni<l Sindies. St. Lotus; Wilcnsk\. <i. R.. State Aid and Educational 
{)l»l>tntnnitx. 1979. Sage Pnbli* at ions. Bcvcrlv IlilN. Calif.: Mitlielson. .Stephan. 
•Ihe Polilicd Ko»n*»ni\ of I'nblic SdiiKil Finance." in ('arnoy. M.. Schooling in a 
( /)) /./>;/'"• Sinietx. 1972. NUKav: (.rnbb. W. Norlon and Michelson. Stephan. ".States 
and S(lnH>|s." mannstript. I97.S. Harvard Center for Kihnational Policy Rescarcli. 
Candiridj;e. Massat hnsetls. 

17. Piolissoj Ratncvh Chandliari. Computer Servites Division. Illinois »Stale 
rnixcrsiix. Nounnl. Illinois. <)I7<)I. 

18. Iliikrod and Chandliari. o/i. cit. 



Altt't native tiual Solutions 



21) 



l\l \W\u\i\si \\. XIaiiaii I .. /// Sntnh d/ i\tfnalit\: Srhool tinanrv lirvisihd, H»7l,'. 
N.iliiHial (:(>uuiiittrr f(ir SiipjHMt «il the l»iil>!i( S(Iuh>U. I I'JI Sixtcriitli St.. \.\V.. 
\Vasiiiii)(tou. DC. 

liU. lliikuiil. <.. Man aiul Nalinlao. C'isin M . huuusimx Stuhil anti Itniumnc 
iu< <fuah!:t s Jnunij^ Sulmi i>ati Srhnals, mi., Iiin isiaii* !'iinti i> aiul IMililisJu i^. 
ItK.. Dainillr. lUiiiois. t>l8:VJ. 

Ul. Sir liii csanipli'. iliapU'i Um\ Until lirfunl of fhr Vi//u'»i///r«i/r/;/ a Adnsnix 
Cotninitln on Srlntol f-inanrr, Olliic oi tlif Sui>oi iiUcmlnit <»l I»iii»lu- Instiui- 

iioii. S|>i,ii>r|ic.|(|. Illinois. 1 liis iliaptn was <<>iitiil iittil I>v Artliiir K. Wise and 
|. Man I hiiinas. Stv alM> R<»N>iniIUM. Riilianl A.. "I-iill Stale Kiindinj^: An .\naI>siH 
Uid Criticinr." in Alexander. Kern and Jordan. !• »il»is. CnnstitntiotKif Uvlanti of 
S(h<)<*l Unainr. IJ>72. \ati<»iial Kdncational Fiiiante IMojett. (.aiiiesville. Florida; 
alM> lk'n.son. Cliaries .S.. ' Scale Assnin|)ti(»n ol Fchuacioual Coses." a paper pre- 
H*n(ed at the Si\i\ Konilh Anunal Coiilereme on !axati<»n. National lax A!i>o- 
ciaiion. Sepiendier. 1071. 

22. I ic'bont. Cliarles II.. "A Pure I heor\ of I.<HaI Kxpenditnres." JntirnnI o/ 
rolilital i\rtniinii\. Oil.. 

'J!*. For an exiellenc liiscorieal treatment see Johns. Roe I... " I he Development 
«»f State Snpp«nt h>r the IMiliHe .SihtK»li." in Stains and Itnpacf of Edncatwnal Ft* 
nanrt i'ro^nims, 197 1. National K«!mationaI Finance Projetl. (;ainesvil[e. Florida; 
lor a more «leiadi'd anahsis str ( hapters nine and len of Alternative Programs for 
finandn^ i\tlti cation, Il>71. National F.«huationaI Finance Fn»jen; botli of these 
sontce^ eonirast tlie tonnchiiion or .Stra\er>MaiK ){rant wttli other types of grants. 
For shorter tieatments of ilie "toinparali\e form n la" type see iiennim. CharU-s .S.. 
'State .Aid I*attcMiis." in Bnrkhead. J. (ed.). Public Srhonl tinume: l.cunnmics and 
Piditics, Suaiux' I niversity Press, l¥»0-l: alM> Cornell, Francis (;.. "Forms of the 
Fquali/aticm Mcnlel for State .\id AppiMti<minent." Journal nf hducutional He- 
H?ar<h. June. HHu. 

24. Iluhhanl. Ben C. and lliikrod. .Man. "Kquult^tn^ Fducational Oppor< 
iiniity hy Means of a ReMmrce l.(|naH/cr or (Mtaraniccd V*aTnation (irant in Aid." 
in io/umr Tiro. Occasional Pajicrs nf the Sulwr\ntcndcnl\\ Advisory Connnittfc 
on School tinnmf. Il>72. CMIiee of the Superintendent of Pnhlie Instruction. Spring- 
field. Illinois. 

2.5. Hansen. Kenneth H.. "Ttah s School Finance Program." a paper presented 
to the Rc>;ional Interstate Planning Project. Department of F.dncation. .State of 
Odorach). Conference on Schoid It nance, l.as Vegas, Nevada. March. 197.*^. 

26. JohiiH. I homan I... Public School finance Prof^rams^ 1971-72, Cnited .States 
Office of F.ducation. DHF.W Piddication No. (OK) 7S «n(K)l. 

27. (>nd)band Michelson. of), cit. 

2M. CiH)ns. Jf»hn F... Ciune. William IL. and Sugarnian. Stephen !>.. Ptivntc 
IVeallh and Public Kducatiott. 1970. IIar\ard l^niversity Press. 

25). lows. Ravmcnui I... "District Power Kqnali/aiion: An Initial F.ffort to Siimi- 
(ate Applicaticm to Illinois l^uhlic .S<)i(k>Is" in I'ohnne Thrve, Occasional Papers of 
the Sufterintf'ndrnt\% Adiisttry Contntittre on School Pi fiance. Office of the .Superin* 
fendeni of Pu!>lic Inst nut tun. .Spriiiglield. Illinois; see also Pifial Report of the 
Sufierintendent's Ad\*isory Com nut tee oil School Finance, 

30. Benson. Charles S., (inthrie. James \V.. et n/.. Pinal Hefunt to the Senate 
Select Committee on School District Finance, 1072. .Senate of the State of Cidifornia. 
Sacramento: sw also Uens<m. Charles C... "Developing a \V«>rkablc Respoim* in 
Fducation Finance to .Seriano v. Priest," F.dncation and Vrban Society, February. 



.11. I.indmaii. Friik I... "Fidl State Funding: Rcnpurements and Options. II. 
Ilir .Serrano Problem." in Hansen. Keiuieth H.. The (Governance of State Fduca- 
lion S\stefns: Pressures. Prohlefns, Options, 1972. Institute for C^hiet State ScIkmiI 
Officers. U.S. Office of F.dniati«>ti. 

32. State Tax Policy Committee Recomnicndaiicms Summarized.'* New Jersey 
Manufacturers AsM>ciaiion. Feb. 1072. Trenton, Ncnv Jersey. 

33. RossMu'ller. Richard A.. "Fidl Stale Finiding of Kducation." in Six Crucial 
hsues in Education. 1072. National Asscxiaiion of .State Boards of F.ducation. Den- 
\er. Colorado. 

34. Legislative liuUetin. Orc^m F.dniaiton Association. March 23. 1973. 
Mcl.ure. William P.. Chapter Four: ••F.<|ual Fxpenditurc for Equal F.ffort." 



!073. 




ERIC 



SihiHtl tiinntct in I lamition 



Until Ht'tunt of (hf Sufwi iiiti utfrut's Aili iMtn Contniittvv nn Sdmol t'iuaun . 197!^ 
Dffitvol V t|i(iiiH(iuIiiU of Public histiiutiaii. Spriii^lii'ld, Illinois. 

Ml Vm Ihti. pj). '>r» ri7. tiuiil lirfnitt .it thr Superhitfiulcut's Advisory Com 
oiittrr on f htudJUt'. ^u\*itl, 

M, Ml I. UK. \Vilii:nii P.. l iluralnni jor thr t utnrv of lUinnis, Olluc i»l 

the StipniTiiciulriu iM IMihlic tuMiiulioti. Spi iu.>tirl(I. Illinois. 

.Siii;iic liill No. *»2 as .Vniiiuli^i by tin- Mihim' C-oiinnimt'. Session of I97;i. 
Stan* ot Kanv;iH. 

liaiins. WalUT I. and Kirsl. Michael W., Impnwin^ Editcatiou in Florida. 
Hrport of tliv <io\'rfnor*s Citiirus Cnmmittrr on education, March. U>73, Talla 
liasMY. Moiida. 

10. V\\v. RoImti K. anil Rradshaw. Frcil. A Study of iUittois School District El 
fort ami Ability hirlors, 1971?. Oflicc of ihc* Sli|KTihuiuleiil of IMiblic Inslrucliun. 
.Spiin(;tic*KI. Illinois. 

41. (.arms. Waiur I. and Kirsi. Michael W.. ibid., p. 85. 

V2. Bnikc. .\r\iil J.. Twal Fiscal Ahiliiy/* foiut l.r^ixlativr Committee on 
St honl t'inancr: final Hrhort, 1963. .Alliany. New York. 
1.1. MickriMl and Sahniao. of}, rit, 

•14. (iavnis. W. I. and Smith. M. C. Dei^elopment of a Measure of Educational 
\ri'd and its Vsf in a State Suitfiori formula, l%9. New York State Educational 
Conference* Hoard. 

4'»- l.e\iii. Betsy. Mnller. Thomas. .Scanlon. William J., and Cohen. Midiarl. 
Public Srhool finance; Prrsntt Disparities and fiscal Alternatix'es. 1972. The Urban 
Insiinne. Washinpon. D.C;.: Berke. Joel S.. (UnnpbeU. Alan K, and Cioctlel. Rob- 
ert J., tinannnn Etjual Educational Opfmrtuntty, 1972. McCutclian Publishing 
Conipanv. Derkelev. California. 

4(V Mil.ure. William P. and Pense. .\udra May, Early Childhood and liasit 
Elementary and Xecondary Education, National Kilticationai Finance Project. Spc 
cial .Siiuly No. I. Bureau of Educational Research, li'niversity of Illinois. Urbana. 
Illinois. 

47. Benson. Charles S.. Ciuthrie. James W.. and Other*. Ilefmrt of the Netr 
York Statr Commission on the Q/m/i/v. Cost, and financing of Elrvientary ar.d 
Secondary Education, January*, 1972. New York. N.Y. 

48. Binke. J.. Carn'evale. .Morgan and White. •'The l exas School Finance Caae: 
A WrcmR in .Search of a Remedy." Journal of Law and Education, vol. I. 1972: 
Churgin. F.hrenbnrg. and Crossi. "A Statistical Analysis of the School Finance De- 
risions: On Whining Battles and losing Wars." i'he Yale Law Journal, 1972; W. 
Norton (irubb and Stephan MicheUon, op, cit, 

49. Brilcv. William P.. "Variation Between School District Revenue and Fi- 
nancial Ability." in Status and Imfyact of Educational Finance Programs, 1971. 
National F.dticational Fimince Project, fiainesville. Florida. 

Chapter 6.10. •F.duratlonally Disadvantaged Youth Program." Education 
Code ot the State of California. 

r»l. Benson and (inthrie. Hefwrt of the Sew York State Commission, etc.; also 
final Hefunt to .Sruate Select Committee, supra, Garnis ani» Klrst. supra. 

.V2. -Finanring the Fdncation of the Disadvantaged" in A Sew De.u;rn: Financ 
inn nf ffjectire Education in Illinois, Bureau of the Budget. EvcTUtive Office ot 
the (•overnor. Springfield. Illinois. 

.'i.i. Benson. Charles S.. "State Assumption of Educational Costs." supra, 

.'»4. 117/*/ .Sfiould Pay for Public SchooLxf, Advisory Contmissiion on Intergovcrn 
mental Relations. Washington. D.C. 

r»r>. For snpporting e\idence see Briley. William P.. "Variation Between School 
Disirict Rexenue and Financial Abililv" in Status and Impact of Educational Fi- 
nancv Profirams, National Educational Finance Project. 19/!; see also Grubb. W. 
Norton and Michelson. .Stephan. States and Schools, 1972. Center for Educational 
PoHcv Research. Harvard Cradnatc School of Education; for ctHiflicting evidence 
see Janu*s. H. Thomas. I liomas. J. Alan, ami Dyck. Harol I J.. Wealth. Expenditure, 
and Decision- Making for Education, 1963. Stanford UnivernUy School of Education. 

TiCi. (ordan. K. Forbis and Alexander. Kern. "Constitutional Methods of Financ- 
ing Public .ScluMils.* in Const it utinnal Reform of School finance, 1972. Natiotial 
Educational Finance Project: sc»e alsj) Benson. Charles S.. "Developing a Workable 
Response in F.ilucation Finance to .Serrano v. Priest." and fJn/hpe. James W.. "Fdu 



2/* 



laiionul IttiiiluaiiotiH of Sfirano.' in iuiiitaiinii and dimn Stuirtw Vvh., VMW. 

*i7. iWusoii, C:iiarlrH S. and (liiiluic. Janiuii \V.. f'iual Utlion lu the St uatc Srtm 
Lorn mil it f", #7r.. supra. 

:»S. Ir\iu. Ht'iiry M.. "Ftjiial iMliitaiiiiiutl OpjUJiliiuiu ami ihv DistiibiuUin o\ 
Itlutatit)!).!! lAjitiUiiluu.s." fAduutum ami I ihtin .\tnui\. Kb., n>7;<. p. \^f\K 

•t\K Sec C-hapuT Two, fitiaf li^'lunt c;/ tht* SnlmintrH<lrnt\\ Adrian y Comfiiitttt 
on School hiuHfU f, Office of ilic SuiHTiiilriitleui of Piililic IiiMrutliou'. Springlirhl. 
Illinois. 

60. final Ki'lnm of the SnfHriuitndi'nt's Adx'isor\ Commuice, sufna. 

i)l. HoUH- Hill 5>0{). 7«ih CU-iinal Asst-inbU. Stan- of Illinois. 

02. Ilubliaiil. Ben C. an«I UicknKl. Ci. .Man, "Kqnali/ing Kdncaiional Onpoiin 
iiitv b\ Nfcatu of a RcMHinc Lquali/vr or (aiaraniccil Valuaiion ant'in*Ai<I,** in 
Volumt' Two. Orrasiomd Paftrrs of //!#• Su/prrhitrndrnt's Adx'iwry Committer on 
School tinancr, Springfield. Illinois 



APPENDIX A 
COMPUTATION OF GINI COEFFICIENT 

For measuring equrili/aiion. the districts are sorted in ascending 
order ot wealth which is defined as assessed valuation per pupil in 
Average Dailv Attendance. The cumulative |^roportJons of total Ojx:r' 
aung expenditmes accotnited for by these distric epresenteii h\ 

the vertical axis. The curve thus plotted 




ADA ADA 
(wealth (wealth. ^) 



would he a straight line at Ao"" to both axes il the total 0{>erating 
exfjenditures were equal in all districts— j>oor as well as wealthy. How- 
ever, a sagging curve represents lesser expenditures in jxjor districts 
and suggests some inecjuity. Tlie measure ol this inequity as defined 
by gini coefficient Ci is given by the formula: 

Area A 

c; = ^ 

Area (A + IJ) 

or after turther simplification 

0«5 — Area B 

G = 

0-5 

= 1-2 Area B 
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Au'a U is tilt' au;i under i!ic t iii vr and •! t\ is ilic mimbcr ol districts. 
.ii\d 

\, ••- tumidali\f |>H)|M)r«i«>ii ol ADA lor llii' ill) disiri< t 
\, t iiiniiliivf [inipoi lion ol N loi llu' itll disirit l 



Then Aroa B » 



i»l 



or Z Area B « (XiVi-i - + '^iVl - ^i-iyi) 

+ X2yi - xjyi + X2y2 - x^yj 

• <X2yi - Xiy2) + (X3y2 - X2y3) + . • • 
+ tXnVn-l - Xa-iyn) + x^ya 



n»2 



(2) 



substltutlnof the valae o£ area B in eq X 

n 

11*2 

Ginl Coefficient for State Ald » 



(31 



1.0 




0.0 ADA 1.0 

(wealth — 




0.0 ADA 1.0 

(wealth— ) 



Alttnmiive Fiscal Solutions 



Since |x>or ilisiricis more stale aid than wealthy districts* the 
curve in this case will be above the diaj^onal and formula 3 would 
result in a ncf^ative v;i!ue of Cw. '1\> avoid confusion wc reverse the 
Nigii of G to make it j>ositive. However, Gini coefficient as applied to 
state aid must l)e iiucrpreted dillcreutly. The higher the value of G 
in this case, the better it is for poor districts and tlie iiigiier is the 
equalization. On the otlier hand liiglier values of Gini coefficients for 
rota! expenditure and lo<al reveiuie indicate lesser equalization. 



School Finance Research Studies 



As a part of the piogram of tl)e National School Finance Confer- 
ence nominations arc solicited for outstanding researcli conducted 
by doctoral students in the area of school finance. During the 1973 
conference the following dissertations were recognized as having made 
a contribution to tlic fielil of rescarcl) in school finance. 



.A STUDY lO IDKNTIFY VARI.ABI.ES WHICH PREDICT 
ELEMENTARY SCHOOL PRODUCTIVITY 

Kv Cari. J. Daeuffr 
August, 1972 

Chairman: Dr. Kkrn Ai.KXANUtR, Jr. 

Major Department: Edicational Administoation 

Institution: University of Florida 

Tlie primary problem of this study was to identify school and non- 
school variables which would dilFerentiate high and low productivity 
in urban elementary school centers. The problem was investigated in 
two phases. Pliase one used simple regression analysis to identify a 
clichotomous criterion of elementary school productivity through the 
measured rel;itionshij> of pupil nchievemeut and jx?r pupil expendi- 
tuies. Sixty-eight elementary school centers wlucli served grades one 
through six and administered the 1969-1970 district-wide fourth grade 
acliievcment tests constitiued the sample in phase one. Pliase two em- 
ployed stepwise discriminant analysis to find a discriminating function 
for each of several combinations of input variables that would predict 
high or low productivity. The criterion variable was the identified 30 
higl) and low productive elementary school centers, and the independ- 
ent predictor variables useil in pliase two represented a composite of 
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S( luK)l aiul iioiisi liiM)l input mcaHUics ami live cuinlHnaiions oigau- 
i/oil iiiti) })ri)l)Inii srls lor ;mal>sis. l lusc iiulmkHl (I) one i>ioI)Icin 
si't uliii h iiM-il sliulcnl ii'lalcil v;u i.iliU-s. (LM iwo pioMnn sets, owy 
which tiKUsnl oil Mlit)i»l whili* ihi* oihii tm all iioiisrliool u-hiuul vaii- 
ahlc>: aiul (.i) two prol)lrMi srls caiejioiiml into aihniniNliaiivc ilcci- 
sioii iiiakiii:^ aiul iioiuli i i^ion making rrhitr<l variablcv 

Imlrjaiulnil variable 'Mta were ohiaiiieil Irom urban ilisiricl leo 
onU lor mIiooI Near l%S-nHi<). ami imoine data were obtained from 
a merger ol n)r>S.n)(i9 \ \S. Ollice ot rihuation reeouls and llie Inter- 
tial Revenue reiDrdN of \\Mi\. 

In predietini; hij^h or low jHndiutiviiy, ihe diseriiuinanl analyses 
pjodmed iliseriiiiinatini; ecpiaiioiis whieh dassified Uie identifie ! cle- 
nieiitaiv seliool leiileis into one of the two produelivity grouus. 
Witliiii laeli set of equations a maximal mix of predictor variables 
was obv ived. The elfUaex of these picdiclion emiatiousi was tested by 
ealinlatinK both the percent of aeeuiately elassiAcd elementary school 
lentcrs ami the efliciencv of <liscriiniuaticm. or amount ot variance ex- 
plained l)v the variables iniliidefl in the discriminant function of each 
problem set. 

The major rindin^s and coiuhisions were: 

1. HiKli and low productive elementary school centers are ascer- 
tainable when nsiiiK simple leKiession analysis to measure Uie relation- 
sliip ol achievement to exiKMiditiire. 

2. In the cmu|H)site and adniinisii alive decision making problem 
sets, .student socioecotiomic and teac her piepaiation predictors tended 
to be the maxunal iliscriminatiiifr variables of productivity. The find- 
iiijrs suj^se?^t that varying ijeicentages of pupils Irom low income fami- 
lies and certificated Mall without a decree niav explain most of the 
variance between elementaiv school center proilmtivity groups. 

rt. In the seluK)l relateil problem set stall sociocultural cliaractei- 
isti( s and teacher pie|>;n aliuii iuul cx|>ei ieiice tended to be the maxi- 
mal discriiuiiiatiiiK variables of scIum)! niodncMvity. Hie results sur- 
jrcst that varviuK percenta«es of iioiiwhile professional staff, certifi- 
cated stall without a decree and dilleiences in )eais ol leaching exj>eri. 
ence niav account tor most ol the variance in scIuk>1 productivity. 

I. In the administrative noiidecision makiii}; oroblem set predic- 
«ors relating to pupil attendarice and the income level of residents of 
a Keojriaphical area scrveil by a scbiK)l center tended to be the maxi- 
mal lii.sci imiiialiiiK variablcs.'Tlie fiudiiiKs su^Kest that dilleieiit levels 
of average daily atteiulance l>\ stiuleius ami varying l>cTcetitages of 
income above SIO.OOO may explain most of the variance in elementary 
school center j)roduciivity. 

rhe input-output analytical procedures employed in tins study 
were Keneiallv defiiuii\e in ideniihiii;? input variables predictive ol 
hiRh and low productivity. The findiiij>s sujr|«est that the discriminant 
luiictions derived in these six problem sets accurately predicted Iiigh 
or low piodnctiviiv !)0 to KM) |x .ceiit of the time and accounted lor 
8(i !o 100 jKiceiit 'ol the vaiiaiue between the productivity j;ronps. 
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I IIK RKL.VnONSIIIP HI rWKl N SlMC I Kl) VlSCM AND 
KCONOMIC I A(;i()RS AM) \ t)riN(i UKIIAVIOR 

IN SCHOOL uriuii; I i ijcriovs 



CiiAiKMW: 1)H. Jamih a. Kkiiv 

Majcik Dii AKiMbvr: l-iui vnowi Ai>Mi\HiHAnc>\ 

Ivvrin HON; Coi.t'MiUA Tnivi -mix 

T\\v |mr{K>Kc of iliisMuily w.is . > .i|>j>l> cm|>iiu;il icsis lo (ommuuh 
helil notions ot ilu- f uiois wUkh influtiiii' volinK In'liavior in school 
Uudn^i cleciionN. It Inrn MiHurjitcil timt when large niunl>eis of 
votm Ko to the |m)Hh at Mhool hiuljrot elciiionH, they go to exprcsiH 
their Irnntraiions ahout nicadily mounting taxes at the hnal. litate 
aiul national levels, as well as to prolcsi increases in educational tcwis. 
riiis siii(l\ tests these assinnptiinis hy uieasnrinK tlie extent to width 
(I) fiscal deiisii>ns made l>\ lK>ariU ol edncation. (2) fiscal commit* 
mems not unrein l\ nmtroUahlc l>\ hoards o[ cilneation. ami (.i) cx- 
pendiinies and lax rail's h)r iion siluM>l j»overinnenial units innucmc 
voting hehavioi in sc hool l>ndj»el c*lc*c tioiiv 

Data cm increases in sihcH>l l>ni;)i»rts, teacher salaries, scluMd |>roi>- 
cvt> lax rates, dehi service payineiits, the influence of the state aid 
lornnila. ci>unt> ami town hnd^eis and the coiinty-town piojicrty tax 
rate wvvv colliHtCil hom llifi school districts in New York State in 
which tlie hrsi hmlKct snhniitted lo the electorate lor approval in IWM 
was defeated, and iroin W> randomly selected districts in which the 
l>ud)i»et passed. Backuronnil data on pupil enrollinent, commiuiity 
urowih. and wealth in terms ol real property valuation and ineiliaii 
laiuilv income as well ' - numher of \oiers in the election and the 
lunnlur who cast negative votes were also collected. 

l\w literature cm voiiuf; hehaxior iu partisan and schcxd financial 
elections sunnesis that voter alltliation and p; nic ipat'on fit stable pat- 
terns oxer tiinc\ Cliaii^cs in stalde patterns can oicm when latent 
opinions are activated hy certain stimuli. II these newly activateil 
ojiinicms re ach suflicieiit inteusitx, tliev can vcsidt in chan^vil hehavior. 



individual ex|HTiences a sense ol eflicacy, a heliei that his vote wMll 
lount. I his study sounht to determine, then, which fiscal and eco- 
nomic factors do imluil Innction as the stimuli which activate and 
change voicM hehavior in school lmdj«i:t elections and what is the ex 
te It of their contrihution. 

To answer that (jiiesticni, data lor the state as a whole were ana- 
lyzed in h>ur categories (nassiuy-pai tic ipation, nassinjj[-clissent, iailini;' 
pai ticipruion and •ailinK*oisseiit) usiu^ a multiple t egression technicnic 
desiKucil to iudiiate the extent to which each predictor variaolc 
uniiiuelx couiiihutes !f> variations in voter participaticm and dissent. 
I he results of this analysis were surprising. Only one fiscal factor-- 
the jieicentaKc of the hud;»et raised locally-had an imjxirtaut effect 
on the ( riteiioii variables explainiufr r> to I?) iK*rceiit ol the variance* 
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ilcjicmliiiR \i\Km i\\v caioKOiy. Moreover, once the hackHrouiul factors 
were exchuletl. the fiscal ami ciouoinic faciors togetlier accounted for 
onlv IS to 29 |)crcciil. More Mirprisiiiji; is the almost total lack of ini- 
lH)r\ance of the two i:atej>ories ul vaiiahh s txoected to be htroiiK pre- 
lUctors consistent witli the conunon notit)n about causes of vi)ter be- 
havior: builgr^ decisions coiitrolleil by a Ixjard of education and non- 
school (municipal) fiscal factors. 

These results plus the higher wealtli of defeating districts suggest 
the inducncc ol the regional context of fiscal behavior on electoral be- 
havior. Tlierefore. the 261 ilistricts were grouped by metropolitan New 
York Citv SMSA, upstate SMSA and non-SMSA and analysis per- 
formed tor each group indeiienilently. Changes from the origmal 
analysis were notable. All variables now explain 23 to 5.S percent of 
the variation in electoral behavior. But the more striking result is the 
differences among regional groups. In rural districts (non-SMSA) the 
fiscal and economic factors explain approximately one-fifth of the 
variance in dissent, upstate of SMSA 53 j^ercent and metropolitan 
New York 47 percent. The influence of decisions controllable by a 
board of edtication becomes more important. The six conclusions of 
this study are: 

1. Approximately one-half of the variance in voter participation 
and dissent is tiot explained by the factoid used in the study. 

2. The most consistent stimuli of participation and dissent are 
not controllable by boards of education in the year in which the elec- 
tion occurs. ... 

3. Teacher salary increases have no effect on jwrticipation and 
dissent. 

4. Non-school fiscal and economic factors are not important pre- 
dictors of electoral behavior in school budget elections. 

5. The influence of fiscal and economic factors on electoral be- 
liavior differs according to the geographical area in New York State 
in which the school district is located. 

6. Participation and dissent in school budget elections are highly 
related. 

The increase in school projicrty tax rates and tax levies as a pro- 
portion of the total budget over a jxjriod of several years were sug- 
gested as adilitional fiscal factors with |>otential explanatory |xiwer. 

The finilings of tliis study suggest that the act of voting in a school 
financial election is often conceptualized in much too narrow terms. 
It is seen only as support of or failure to support a uarticular spend- 
ing plan. While in efrect supt)ort of the board of education on a fi- 
nancial issue is the immediate tiuestion at haml, voters are motivated 
to participate and cast ''yes ' or no** ballots as a result of a configura- 
tion of stimuli. School budget elections are not just an opportunity 
for voters to express their concerns aljout spending for schools or even 
poor economic conditions in general. They are all too often the only 
opportunity available to most electorates to play a direct role that can 
have immediate impact in affecting board of education jiolicy deci- 
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sions. The school butlgct election becomes for at least some voters, 
then, a refeiemhun on the eita tiveness of the schools in general rather 
than simply a jmlynuMU alxuii the \vis<lom of a |Kirticular s{>emling 
plan. 

The M)ecilic relationship between non-fiscal stimulus Victors and 
voting beha\i«)r involves the notion of latent urgativism: negative at- 
titudes towanl the school tlistiiit are activatcil at occasional school 
budget elections w*hen there are stimuli present sufficiently strong to 
motivate the citi/en to vote. I'hree non*n$cal factors were suggested 
tliat could activate the latent negativism with the result that voters 
withdraw their supt>ort from the school district by casting negative 
ballots in the school budget election. They are: 

1. (community conflict over a non*flHcal educational issue: 

2. Organized opposition to the board of education: 

3. Contests for seats on the l)oard of education. 



INPUT-OUTPUT ANALYSIS OF SECONDARY SCHOOLS 
IN PENNSYLVANIA 

By Rodney J. Kuhns* 1972 

Chairman: Dr. Waltfr J. DkLacy 

Major Departntent: Educationai. Administration 

Institution: Pennsylvania State University 

In this investigation theoretical input-output models of Penn* 
sylvania secondary schoob were examined. The purposes of the study 
were 1) to explore th j predictive relationships among certain specified 
manipulative inputs and selected outputs as measured by the Penn- 
sylvania Department of Education's Bureau of Educational Quality 
Assessment, and 2^ to construct and validate a better empirical pre- 
dictive model. Tins model should enable managers to discern the im« 
pact of various mixes of manipulative inputs on educational outputs. 
Vlanipulative inputs referred to those resources that can be con- 
trolled or changed over a short*run planning horizon by educational 
decision makers. 

If schools are to allocate resources more efficiently* then educa* 
tional managers obviously must be provided with more relevant in- 
formation concerning the effect of inputs on outputs. The Pennsyl* 
vania Plan for statewide assessment was created oy legislative man- 
date to determine the adequacy and efficiency of public schools in the 
Commonwealth. To accomplish this task an educational input-output 
model was designed to measure the impact of three broad categories 
of educational mputs. They were: 1) school and community; 2) in- 
structional staff; and 3) student characteristics. Output was measured 
by a battery of instruments that include both cognitive and affective 
types of learning. 
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After reviewing the Pennsylvania Plan's fnidinjrs. a major limita- 
tion of the tinrent Pennsylvania ininit-output model was observed. 
Insufficient conHtdcration was Riven to dynanuc organizational vari* 
ables-that is. iii|iUtH that could be nuinipulaied from year to year by 
administrators to observe the impact on output. Most of the variation 
in school outputs was accounted for by inputs that woulil be difficult 
to change or alter in a short-run plannnig horizon. For example, 
teaclier characteristics like sex. age. background, education, experience, 
and parental occupational level, aiv near immutables over a short time 
perioil. Therefore, educational decision makers wishing to employ 
these fmdings to effect rational change or to alter resource allocation 
were seriously impaired due to tl)e selection of inputs utilized in the 
nimlel. 

There were two primaiy sources used for data collection. The 
Pennsylvania Department of Education. Bureau of Educational Qual- 
ity Assessment, generously providetl the entire set of 1971 inputs and 
outputs. The data used to construct the manipulative inputs were 
collected by questionnaires sent to the particifKiting secondary schools. 
There were fifty-three schools in tlic sample with 100 percent response 
reali/eil 

Midtinlc linear regiession was the analytical model cliosen to vali- 
date the niput-output models. An important result of nudtiple linear 
regression analysis is the capacity to assess the efficacy of each in^ut 
variable in the presence ot other inuuts in predicting or explaimng 
school outputs. However, a basic problem is to choose a predictor set 
from the available preiliclors (inputs). 

Tliere are a nimiber of methods for selecting a set of "p" predic- 
tors from a larger set of "P" predictors. The analytical procedure 
utilized in this study was the true ste|>up regression urocedure. In the 
absence of a learning theory which specified a priori tne order of input 
entrance to the model, this ste|>-up regression procedure was deemed 
preferable. 

Three different input-output nunlels were analyzed and compared 
to accomplisli the stateil goals of tliis research: tlie proposed model 
using liiainiy manipulative inputs, the current Pennsylvania Plan's 
model, and the amalgamated moilel— a merger of the other two. The 
criterion h)r input selection to the predictor set was at least a one 
jKTcent contribution to 

The major findings were: 

1) The amalgamated model, a merger ol lioth sets ol inputs to pre- 
dict tlie same outputs, j^rformcd sid>stantially better in terms of its 
predictive |>otcntial (R-^) than either o[ the other two models. 

2) 1 he piojnxsed model, containing mainly manipulative inputs, 
exceedeil or cnpialled the predictive power of tlie current BEQA model 
on six of twelve regres^tons. 

3) A major determinant of student j)erlormance. on school output 
measures* was nonschool inputs such as family socioeconomic status. 

4) Manipulative input i>erformance can l>e summarized as follows: 



a) rcachcM sahirics lunl a |)ositi\e uhsih iation with outpuls; 

b) rrcmratioii a>ftliricni (learlicr 5jieci;ili/aiion) was jH>si- 
lively related with a tew (>ut{nits: 

O Tcaiher load had a lonsistnitly nc^^^tive avsociattou with 
outputs; 

d) Class si/e, a new index, had nnxed piedii tive enecLs on out- 
puts: 

e) Adniinistrait\c man-hours and outputs weiv |>ositivcly as- 
sociated; 

I) Auxiliary uian-hours and outputs were weakly and ne^a- 

tively related; 
)0 Para|)rolessionals related negatively to output; 
li) Curriculum luiits jx'r graile pcrlonneil jKTversely by its 

ne^:nive association with outputs: 
i) .Students/academic faculty had niixed predictive effects with 

strength «.tom<Histraied in both directions; 
j) Av(*rage extnicun icidar ex{K.*nditure was only nominallv 

related to output; 
k) V\\v facilities com)>onents, as measured I>y (1) the building 
ratio (crowdinj^) and (2) school si/e, were relatively weak 
predictors of learning outcomes. 
T)) The predictive strength of manipulative inputs was clearl) seen 
in the amalgamated model where nmnerous nonmanipulativc ty{>e in- 
puts were ilisplaced or selectively excluded from entering tho model. 

A basic concern of .school finance is the allocation o: urcc re- 
sources to various coni]ietilive educational programs. The general 
proposition underlying the development and analysis of the various 
mput-ontput models in this .study was that speciHed manageable school 



ing outcomes proiUiction. With the nlentification of those controUalde 
(actors of production th;it might contribute to improving educational 
productivity, the jH>ssibility for increasing rationality regarding re- 
source allocation is enh:niced. 

Some of the conchisions that cati be derived from this study are 
presented below: 

1) l*hc amalganiated model, a merger of Nelcclcd Peniisylvaiiia 
Plan inputs and manipulative inputs ni:ide a substantially better pre- 
diction of learning outcomes production than the other two models 
by themselves. Therefore, it is clear that what educators do with ter 
tain resources ilocs laake a ilillerence in Ie:u'ning outcomes. If agreo. 
meut could be reached on selection of a single output from the multi- 
plicity of cHlucational goals and input costs identified, then varicms 
alternative combinations of inptits could be exann'ned in relation to 
the costs and the predicted effects. 

2) Schools paying higher teacher salaries tended to have higher stti- 
dent |)erformance on school output measures. This probably reflected 
the schools' ability to attract better ipialified teachers or older, more 
experienced and more educated te;ichers. 

.H) Teacher s{x?ciali/ation tended to decrease .school outputs. In 



inputs would I 




the prediction of learn- 
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most ccotioniic orj^aiii/atioiis. inncasiHl s|)ccxali/ation is normally as- 
s(Kiatc(l with inacascil proiliutivity. The relevance of ihis assumption 
in etlucaiion in i|mMionul l)y ilic results ol this study. 

I) reaelKT cllerii\eness in iiroiliu inj^ learning was related to lower 
teaeliing loads in classroom work. .Schools where teachers taught more 
hoius per week teniletl to have a negative ellect upon school outputs, 
other things eiiual. 

Ti) The sch(M>I facilities coni|ionent as measured by the building 
ratio (cTowiling) and enrollment (..ize) were more related to affective 
outputs than cognitive. Oowded schools tended to reduce their cifec- 
tiveuess in ileveloping better student attitudes of understanding differ- 
tn^ others, interest in school, atul citizenship. Large schools tended to 
contribute to lower student seU-images but improved their attitudes 
toward others different from themselves. These conclusions seem rea- 
sonable in that the acquisition of impersonal and more bureaucratic 
characteristics, an inifortunate dysfunrtional consequence of school 
si/e, probably interferes with the delicate development of sound stu- 
dent self concepts. However, the exixMure to larger numbers of stu- 
dents of different races, religions and subcidtures seems to be func- 
tional in making students more tolerant of differing others. 

6) Curriculum growth and expansion may be dysfunctional. Per- 
U^}S by increasing course selection tliere has been an inadvertant in* 
crease in student confusion in how best to achieve their individually 
prescribed goals. Or, increases in course offerings may l>e creating com- 
l^etitive courses that divert the student s attention away from the ac- 
quisition of basic skills and the development of acceptable attitudes. 
Obviously, tliere is more to the production of learning outcomes in 
schools than mere increases in curriculum breadth or depth. 

7) Utilization of management science models in eaucation-^e.g., 
the constrained input-output model^is in its embryonic stage. Al- 
though the research findings only provide at best nominal evidence 
for moving toward decision moclels concerning resource allocations, 
it does provide revealing insiglits into the complexities of school 
systems. 



EFFECT OF HIGH SCHOOL SIZE ON COST AND 
INSTRUCTIONAL PROGRAM 

By Jack Irvin Marcussen, 1972 

Chairman: Dr. Wu.mam T. McLurk 

Major Department: Ediic:ationai. Administration 

Institution: University of Illinois 

There are many facets to the question of school size which school 
l)oards and superintendents must consider as they attempt to more 
efficiently meet the academic, career and social neeos of their students. 
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The ({uestion of pio^iain i llcctivcucvs and cost, in relation to sdiool 
si/c, has been a uHUiiiuiuj; (oiumi ol those wlu) have ictoi?ui/cil the 
nml lor nnisohilation ot small sdiools ami sdiool syslcius into larger 
eiliicatiiinal uuit!». 

Since these early cllorts lowanl rnral sdiool lonsoliilaiion. new so- 
cial anil econotnic issnes have ^iven impetus to the study ul school or* 
gant/ation. si/e, student jwjjndation, program, and economic support. 
I he financial problem is one ilial plagues almost every school system 
in tlie nation. The situation grows more critical each year wlien school 
ilistricts must again Imilgct limited resource's in an attempt to provide 
neciled services in a constantly expanding economy. 

The major purpose ol this stmly is to identify the critical si/c 
school, defined m the author as that (enrollment) si/e at which the 
cost of the prog)*am for a school of any smaller si/e is too prohibitive 
to support an acceptable level of eilucational op{X)rtunity. 

The stuily also seeks to answer severa* other questions concerning 
school si/e. cost and the instructional program: (1) \Vlmt percent of 
the per*pupil unit cost of the entire instructional program is devoted 
to reauimi cum)x>nents of the program? (2) Ai wiiat point in school 
si/e ilo casts of ui)erating the total instructional program tend to 
level off? {$) To what extent do differential costs of certain subject 
matter areas inhibit their inclusion in the instructional program? (4) 
To what extent do academic and vocational schools meet the needs 
of their respective populations? 

A 'Trogram Analysis and Planning Approach" is applied to two 
existing schools which serve as the "criterion" schools. The technique 
involves four steps: (I) statement of assumptions, (2) cost analysis of 
criterion school programs. (3) cost*utility analysts of programs, and 
(4) identification of the critical size school 

Three criteria were cotisidered in the selection of the schools used 
in this study: (1) program etnphasis. ^2) socioeconomic characteris- 
tics of the student population, and (3) location. 

The cast analysis is applied to the criterion schools in order to 
identify current costs of each course in the progiam on a per pupil 
basis. Current costs include direct instructional costs and indirect cur- 
rent costs. 

The fost-utility analysis provides for the projection of alternative 
school sizes and programs, based on the cost analysis of the criterion 
schools. This is accomplished by selectitig courses on a priority basis, 
required courses first, and pricnig out their costs on a fixed budget 
basis for each smaller size (simulated) school. The progiams of the 
simulatei' schools are then measured against a set of criteria which 
establish m'nitmnn standards for an acceptable progiam. The smallest 
si/e (simulateil) school meeting those standards is identified as the 
critical size school. 

It was found that the |>ercent of die total budget allocated to the 
required program increases as school size decreases. Likewise, the j^er- 
ccnt of the total program devoted to required courses increases as 
sciiool size decreases. There appears to be some evidence of a breaking 
jxiint in school si/e where the requireil program tends to dominate 
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the cunii'uluin. Wliile small scliools attempt to ollVr adequate pro* 
j^rains. it can be mtii tliat reipiireil comses seriously impede their 
efforts lK)tli in a cost sense and ('onse<inently» in the number and vsi* 
rieiy ol lurricular iluiiies a\ailable to siuilents. 

Ciosts for i)Oth the vocatioual schools and the acaileniic schools 
teuil to level oil considerably wlien enrollment si/e readies 1»500 stu- 
ilenis, with an almost total ''levelinR oil" in schools of 2»000 or over. 
A l)reaking |X3int at whitli costs cease to spiral upward and tend to 
level otf seems to occur at approxiniatcly 750 enrollment si/.e. 

nilferential costs of subject matter areas are generally the same 
for tlie acaileniic and vocattonal scliools. High cost subjects include 
nnisic. business education anil in<lustrial arts. As might be ex{>ected. 
vocational education is the most e\|)ensive program otfering in the 
vocational school. 

.\n analysis of tlie extent to wliich the criterion schools serve the 
ueeils of their p;n*ticular student ix>puIations in<Iicates that neither 
schiK>l elfeciively mcTis the needs of students wlio require remedial 
courses. (»enerally, tlie vocatioual .school ap|)ears to l>eiter serve its 
student |>opulation. 

On the l)asis of the data presented, the critical si/e schi>ol for an 
acadeniically oriented school apjiears to be approximately 750 student 
enrollnnuent. While the vocational and academic criterion schools 
nseil in this study are not similar in si/e. extrapolation of the data 
establishes that a vocational school of approximately SOO to 850 en- 
rollment si/e cyuld uxvvl the criteria necessary to be identified as a 
critical si/e school. Thus it would apj>ear, h'oni an aualy.sis of the dnt:i 
presented in this sinity, that the critical si/e school would fall within 
the si/e range of 750 to 850 student enrollment. 

The increasing demands for educational services and the associated 
rising costs of education arc well known. As the .sources of financial 
supix>rt reach a jX)int of depletion, eilucational leaders must search 
for avenues of economy. 

The analytic techniipie applied in this study can hopefully serve 
as one administrative procedure for analy/ing costs and projecting 
viable alternatives to meit increasing educational needs in a time of 
economic crisis. The Progiani Analysis and Planning Approach can 
serve as an evaluation procedure wirch |)ermits decision makers to 
take an iu*(lepth look at their school programs. 

This study mcasureil utility objecti\es in terms of a inogram pre- 
scription that was consiiiered aileiptatc by the writer. It (lid not touch 
tqx>n actual pupil benefit objectives which involves the measurement 
of !)chavioral changes that are ex|>ected to take place in students as 
a result of the various course offerings in an instructional program. 
This is a nuich more complicated evaluation of program, si/e and 
cost relationships, which needs to be researched when appropriate 
measurement procedures arc develo}X!d. 
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\ SrUDV K) IDFN I IFV VARIAIU.l S K) PREDICT I.OCAI. 
SCHOOL DIS I RIc r PRODUCnX i rV in two STA I ICS 

llv ScDiT N. Rom. Ji;m.. lilVli 

Chairman: Kkrn An xANniK 

Major Dkparimkm: Kdi'caiionai. Adminisiration 

IvvirmioN: Cmvkrsiiv oi- Fiorida 

This stiuly \v;is one ol l\v«) sliulies si>c)iis()ic(l by the NalioiKil Kdu- 
ciitional Fiiuiiicc Piojai io identity v;irial)les associateil with .S(h(X)I 
ilisiritt j)iiMhicii\ iiy. 

The prohkin oi ilw stiuly was to fiiul a t miction oi ^icveral meas- 
urements ol siHioLTononiii. (•«)inniuniiy. and in-MliooI variables which 
|>redicied hiKh and low prodiii livity in two states. 

To identitv liij»h aiul low productive districts, pupil reading 
arhirvenient was related to |)cr pupil ex|>enditure, deriving a regres- 
sion line whiih preilicled the amount of reading achievement ex- 
|)ecieil tor a given level ol exj)enditure. The residual value, diilerence 
I>etwccn arinal achievement and predicted achievement, was used to 
measure sdiDol district deviation from the exjKTted level of produc- 
livity. Districts that deviated beyond an establislieil minimum were 
identified as belonging to eilher a high productive gioup or a low pro- 
ductive group. 

A list ot variables |)ostnIated as having an association with produc- 
tivity was developed ilirongh a review of the literature. Varial)les were 
<lcscriptive of srmlent smioeconomic backgrouniL community and in- 
school inputs into the educational process. Data lor the variables were 
gathered from tne two slate departments of education and from the 
National Kducational Finance Project. 

Stepwise disci iminaiit analysis was used to identify the varial)les 
associated with pioductivity. The statistical tecluii(pie developed a set 
of preilictor equations. This predictor function was the best combina- 
tion of weighted variables to diircrentiate between the two prodnc- 
livity giDups. .\ separate function was develoixrd for each of the 
socioeconomic, (omvnmiity and in-school groups of variables. In addi- 
tion, a conijM>site function including variables from all tliiee categories 
was derivecl. 

The best ((Miibination oi variables in both states was the com{M)S- 
ite function. The accuracy of classifiiation was 81 per cent in State A 
and yO |)er cent in State I!. Seventy-two jxt cent of Mic variation be- 
tween productivity gioups was accounteii for by the composite func- 
tion in State A and W) per cent in State H. 

The two .states were diflereiit in si/e. jK)pnlatici . characteristics, 
econoniv and geogiaphy. Similarly, the predictor fniutions were dif- 
ferent. Only the variable, percentage of attendance, was common to 
lK)th states. l*i edit tor vai iai)les of the com|)osite function in State A 
were median education level of the adult jxipulation. ])ercentage of 
pupils eligible for KSM.X l itlc I })rograms. and percentage of school 
attendance. Predictor variables of the coni|X)site function in Slate B 
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weie pcrccniagc of |>crsonal incomes over $10,000, percentage ol school 
attciulauce, |)cicomagc ol g;iaduates entering post secondary school 
eilucaiion, |>erccniage oi teachers with less than I years of profes- 
sional preparation, percentage ot iinolhnent ironi a minority ethnic 
or racial gionp, average class si/e, percentage of teachers with 30 hours 
of training l>eyonil the bachelor's ilegree or with an ailvanced degree, 
and the number of chiUhen per nonteaching certifieil personnel. 

Socioeconomic ami comnnmity variables accounteci for more vari- 
ation than dill in-sciiool variables. However, in State B, the in-school 
function was able to classify accurately 75 per cent of the districts and 
accounted for 19 per cent of the variation lietween productivity 
groups. 

Major lonclusions of the stuily were: 

(1) 1 he uroceiUne used to study productivit) was successful in 
that high anil low productive ilistricts and the variables that discrimi- 
nated beiween them were ideniified. 

(2) More of the variation between productivity groups was ac- 
counted for by socioeconomic anil community variables than in-school 
variaI)leH. 

(j) In-school variables acted in combination with socioeconomic 
and community vaiiables in predicting productivity. 

(4) The diiferent functions deriveil suggest that there may be a 
unique combination of variables in each state to predict productivity. 
Kach state should be studied inile{)endently to consider the state's 
unique circumstances. 



